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WEDNESDAY, MAY 23, 1951 


Houser or REPRESENTATIVES, 
SPEecrAL SUBCOMMITTEE OF THE 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 


The subcommittee met, pursuant to notice, at 2 p. m., in room 1334, 
New House Office Building, Hon. Lindley Beckworth (chairman of 
the special subcommittee) presiding. 

Present: Messrs. Beckworth, Harris, Heller, Wolverton and 
Dolliver. 

Mr. Beckxwortn. The subcommittee will be in order. This com- 
mittee was established under the authorization of House Resolution 
116. This resolution was unanimously reported by the Rules Com- 
mittee and adopted on March 5, 1951, without a dissenting vote in 
the House of Representatives. 

I will place a copy of House Resolution 116 in the record at this 
point. 

(H. Res. 116 reads as follows :) 


{H. Res. 116, 82d Cong., Ist sess.] 
RESOLUTION 


Resolved, That the Committee on Interstate and Foreign Commerce, acting 
as a whole or by subcommittee, is authorized and directed to conduct an investi- 
gation for the purpose of determining— 

(1) whether any agency or officer in the executive branch of the Govern- 
ment has formulated or is formulating plans with a view to putting into 
effect (a) requirements which would have the effect of curtailing the pro- 
duction or consumption of newsprint or book papers used in the printing 
of newspapers, magazines, or such other publications as are admitted to 
second class mailing privileges; (b) requirements with respect to Federal 
grade labeling of articles or commodities, and the discarding of private 
brand names of articles or commodities; or (¢c) any other requirements 
intended to bring about simplification and standardization of production, 
marketing, and distribution of articles or commodities, as well as con- 
centration of industry or production; and 

(2) whether, and to what extent, the formulation and carrying out of 
such plans are necessary in connection with the national defense efforts; 
and 

(3) the extent to which any such plans may represent an attempt to 
change our domestic economy along lines not authorized by Congress. 

The committee may report to the House from time to time the results of its 
investigation, with such recommendations for legislation or otherwise as the 
committee deems desirable, and shall, before the expiration of the present 
Congress, submit to the House a final report. Any report submitted when the 
House is not in session shall be filed with the Clerk of the House. 

For purposes of carrying out the provisions of this resolution, the committee, 
or any subcommittee thereof, is authorized to sit and act during the present 
Congress at such times and places within the United States, whether the 
House is in session, has recessed, or has adjourned, to hold such hearings, to 


1 











2 NEWSPRINT INVESTIGATION 


require the attendance of such witnesses and the production of such books, 
correspondence, memoranda, papers, and documents, by subpena or otherwise, 
and to take such testimony, as it deems necessary. Subpenas shall be issued 
over the signature of the chairman of the committee, and may be served by any 
person designated by the chairman. 

Mr. Beckworru. Under the authorization of the resolution the 
chairman of the House Committee on Interstate and Foreign Com- 
merce has appointed this special subcommittee to consider the matters 
covered by the resolution. 

House Resolution 116 directs us to investigate the various phases 
of our economic life and the Government policies relating os 
with regard to the plans which the Government has for mulated or 
may formulate for changing our domestic economy, and determine 
whether such plans are required by the defense effort or are along 
lines not authorized by the Congress. 

This resolution is the same in scope as House Resolution 98 of the 
Seventy-eighth Congress and House Resolution 93 of the Seventy- 
ninth Congress under which this committee conducted investigations 
and made reports to the House. 

I have here a copy of some hearings that the entire Committee on 
Interstate and Foreign Commerce conducted on F ebruary 7 and 8 of 
this year. Without objection the Chair will include these as part of 
the hearings the special subcommittee is now conducting. 

(The hearings referred to are as follows :) 

CoMMITTEE ON INTERSTATE AND Foreign CoMMERCE, 
Newsprint Srupy, 
Wasutneton, D. C., Wednesday, February 7, 1951. 

The committee met at 10 a. m., Hon. Lindley Beckworth presiding. 

Mr. Beckwortn. The committee will come to order. 

Even though the attendance of the membership of the committee 
is not quite as large this morning as we would like, because the House 
meets at 11 a. m., and because, ‘according to the whip, we may have 
a quorum call soon after it meets, the acting chairman feels con- 
strained to go ahead with the meeting. 

The purpose of the meeting this morning is to begin what might be 
termed a hearing designed to get an up-to-date picture of the current 
and prospective newsprint situation. As many of you are aware, by a 
resolution passed in Congress in 1943, this committee was called on 
to make a study of the newsprint and paper picture, seeking to ascer- 
tain what could be done, if anything, to assure an adequate “supply of 
newsprint and paper for the purposes for which it is used in this 
country. 

That committee came into existence soon after April 1943, and was 
in existence for a period of some 4 years. The problems that were 
confronted had not subsided, and a special committee was set up by 
the Congress to continue to remain up to date as to the newsprint 
picture. 

It is felt by some that possibly the same circumstances or kindred 
circumstances, I should say, to those which brought about the need 
for the original new sprint committee may be coming into being or 
may be in being at this time, and it is felt, because of the experience 
this committee has had in dealing with newsprint and paper problems, 
that it is in a good position to undertake to do the type of work it did 
during the war years in World War II and thereafter. 





NEWSPRINT INVESTIGATION 3 


The purpose of this series of meetings, which is not especially de- 
fined as to time, certainly not immediately, is to see what the current 
picture is and to appraise, if possible, what the immediate future has 
in store newsprint- and paper-wise. 

The first witness we shall have this morning is Mr. McCoy, Assist- 
ant Administrator for Industry Operations of the National Produc- 
tion Authority. It is my understanding that he himself may not 
wish to say very much but, instead, will have Mr. Gabriel J. Ticoulat, 
in charge of the Pulp and Paper Section, National Production Au- 
thority, make a statement. 

Mr. McCoy, you may make any statement you desire or, if you 
desire that Mr. Ticoulat proceed, he will have that privilege. 

Mr. McCoy. At your request for a statement from the Depart- 
ment of Commerce on the newsprint situation and subject to your 
ne apna I would like Mr. Ticoulat, who will be Director of our 

-ulp and Paper Division, to present the information which the com- 
mittee desires. 

Mr. Becxwortn. Mr. Ticoulat will be recognized. 


STATEMENTS OF GABRIEL J. TICOULAT, DIRECTOR, PULP AND 
PAPER DIVISION; AND H. B. McCOY, ASSISTANT ADMINISTRA- 
TOR FOR INDUSTRY OPERATIONS, NATIONAL PRODUCTION 


AUTHORITY 


Mr. Ticoutat. Mr. Chairman, because I have tried to cover a large 
subject in a rather brief summary, with your permission, I will read 
my notes and then will elaborate and endeavor to answer any ques- 
tions that may come up or to get the answers to them if I am unable 
to answer them. 

(At this point Mr. Crosser assumed the chair.) 

Mr. Ticoutatr. The newsprint industry in North America in the last 
prewar year of 1939 and the years 1946 through 1950, inclusive, is 
shown in the attached tables. Table 1 shows the world’s total produc- 
tion divided among the United States, Canada, and all other countries. 

For your information, in 1939 the total United States production 
was 939,000 tons; the total Canadian production was 3,177,000 tons. 
In 1950—I can read the figures for other years if you so desire, but 
they appear in this statement—the United States production was 
1,004,000 tons, and the Canadian production was 5,279,000 tons. The 
total world production in 1939, including all countries, was 7,792,000 
tons. I have not the complete figures for 1950, but the total figures 
for 1949 were 9,104,000 tons. 

There is a slight increase in the United States production in the 
year 1950 over 1949, and this was due to the bringing in of additional 

roduction at the Coosa Paper Co., Coosa, Ala., and the Southland 
Peper Mills in Texas, both publisher-controlled operations. The in- 
crease in Canadian production in recent years indicated in the tables 
has been brought about primarily by the addition of new machines 
and the 2 ete ee of older machines and other equipment at 
already established mills. 


The total United States supply in relation to its consumption is 
shown in table 2. The consumption for 1939 was 3,520,000 tons; the 
total consumption in 1950 was 5,900,000 tons. The total imported 
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from Canada in 1939 was 2,281,000 tons; produced in the United 
States was 942,000 tons. In 1950, from Canada we received 4,710,000 
and from the United States 980,000 tons—a very slight increase in 
the supply from the United States. The balance of the supply came 
from Europe and varied from 310,000 tons in 1939 to 170,000 tons— 
a decrease—in 1950. 

It is evident that the rapid rate of increase in supply noted in 
table 1 has barely kept pace with the great increase in consumption. 
Although this increase has not been uniform from year to year, it has 
on the whole been very regular. 

Table 3 shows the distribution of exports in 1959 and since the war 
among different importing areas from the United States. I present 
those figures because the amount is very small. In 1939 there was 
13,000 tons exported from the United States: in 1949, 39.000 tons, 
and it appears that in 1950 it will be at the same rate as in 1949, 
But we have not the complete figures. 

The estimate of requirements for 1951 made by the Inland Press 
Association shows 6,050,000 tons, of which it is estimated that Canada 
will supply 4,775,000; the United States 995,000—a slight increase 
over last year from the United States—and from Europe approxi- 
mately 150,000 tons, or an over-all increase in supply of 60,000 tons 
over 1950 but a shortage, based upon the estimate of requirements, 
of 130,000 tons. For comparison, prewar consumption of newsprint 
was 3,560,000 tons—I am referring to 1939—and at that time the 
United States consumed 44 percent of the world’s supply and today 
consumes 60 percent. 

So far as we know, there will be no additional machines making 
newsprint in Canada or the United States in 1951. The slight in- 
crease in production will come from speed-ups and other efficiencies. 
Plans for newsprint mills have been reported from time to time, 
but it is understood that the only mill actually under construction is 
at Duncan Bay, British Columbia, a mill which will produce 200 
tons per day at the start. 

Mr. Harr. Where did you say? 

Mr. Ticovtat. Duncan Bay, British Columbia. This mill will not 
be in operation until 1952, 

Various projects which have been reported include the starting of 
a mill at Cheboygan to make newsprint by de-inking waste paper, 
a new mill which is planned at Neheola, Ala., and one at Prescott, 
Ark., both of which are understood to be deferred because of doubt 
as to the availability of necessary supplies of materials. It has also 
been suggested that a mill might be built in Labrador or Newfound- 
land, but nothing definite has been published. In this connection, 
it might be noted that a mill at Gary, Ind., making newsprint from 
de-inked waste paper is reported to be for sale, which might indicate 
that the operation has not been successful even in the market we have 
today. 

The most serious material shortage for 1951 appears to be sulfur, 
which is consumed in the manufacture of newsprint at the rate of 40 
or 50 pounds per ton of paper. This would indicate a requirement 
of 120,000 to 150,000 short tons for the total newsprint production 
on this continent, including Canada and the United States. The 
sulfur industry has curtailed sulfur shipments to the paper industry, 
and if the present decreased rate of sulfur supply were continued, 
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newsprint production could be decreased about 20 percent just as soon 
as present inventories of sulfur were depleted. This matter has been 
brought forcibly to our attention in NPA, and it is now being worked 
on, and we are hopeful that something can be done; but it is a pos- 
sibility and, if sulfur is not available, production will have to be 
curtailed. 

There are a few other possible factors that could affect production. 
They are as follows: 

1. Price ceilings could have some effect on the supply of newsprint 
from outside sources. 

2. Possible shortage of manpower in Canada could curtail produc- 
tion of pulpwood and newsprint, and a meeting will be arranged in 
the near future with Canadian industry to discuss this. 

3. Transportation difficulties, such as the car shortages which 
developed in Canada in September and December, might curtail 
production. 

4. Emergency conditions could result in curtailing or cutting off 
supply from Scandanavian countries to the United States and to 
other parts of the world, resulting in heavy demands on us from all 
over the world which, if supplied in whole or in part, could result 
in restricting the supply in the United States. 

5. Purchase authorizations issued by ECA for shipment of news- 
print from Canada. These authorizations are approximately as fol- 
lows: 1948, 46,000 tons; 1949, 148,000 tons; 1950, 43,000 tons; and 
in 1951, 11,000 tons. That is January only. 

6. The State Department has indicated requirements for the year 
1951 of as much as 25,000 tons for use in strengthening the free press 
and other media in free foreign countries. 

This isa brief summary of the situation as we see it. 

If there are any questions, I will endeavor to answer them. If 
I cannot, I will try to get the answers for you. 

Mr. Priest. In the figures you gave, if I understood them, the 
exports for 1949 from the United States were 39,000 tons. Was that 
largely a State Department request for carrying on or sustaining the 
free press in free countries, in line with the last figure you gave? 

Mr. Ticoutat. Our records would not show that, but it appears to 
be close to the normal rate of shipment from the United States or a 
little higher than the normal rate of shipment from the United States 
and is probably supplying the regular United States customers. 

Mr. Priest. I notice the exports for 1939 were 13,000 tons. 

Mr. Ticov.at. That is correct. 

Mr. Priest. In 1949 they were 39,000 tons or exactly three times 
as much. 

Mr. Ticovtar. That is right. 

Mr. Priesr. And, if I copied the figures correctly, we imported 
from Europe in 1950, 170,000 tons. 

Mr. Ticovutat. That is correct—and in 1939, 310,000 tons. 

Mr. Priest. Now, the figure you gave as indicated by the State De- 
partment to meet certain requirements is about 25,000 tons for the 
current year? 

Mr. Ticoutat. At the present time; that is right. 

Mr. Priest. That is for the time being? 

Mr. Ticou.at. For the time being. 
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Mr. Hate. Mr. Ticoulat, newsprint is a matter of very great con- 
cern to my State of Maine, because we make a good part of the Amer- 
ican production, as you probably know. I suppose the Canadian pro- 
duction is mostly exported to the United States, is it not? 

Mr. Ticoutat. That is right. 

Mr. Hate. I was interested a few weeks ago in trying to get some 
newsprint for a paper that the people wanted to establish in a neigh- 
boring State, and it was impossible to get any. Is the situation in this 
country now such that a new newspaper is an almost impossible ven- 
ture on account of the newsprint situation ? 

Mr. Ticoutat. The demand and probably the contract obligations 
today of the American mills are such that, so far as I know, they 
have no supplies available over and above their obligations. I do not 
know where they would get the extra tonnage at this time to take care 
of any new customers. 

Mr. Hare. If a man or group of men want to start a new paper, 
even though they may have all of the money in the world and all of 
the opportunities in the world, they cannot start that newspaper 
because they cannot get newsprint. 

Mr. Ticou.at. That might not be quite the situation in Canada. It 
is possible that some of the Canadian mills have not contracted for 
all of their supplies. I do not know. The demand is fully up to 
production for 1951. If the estimates are correct as we have them, the 
demand and requirements are really in excess of the maximum esti- 
mated production. 

Mr. Hare. And if you figure a growing population, which would 
seem to presume an increased circulation for newspapers, where are 
we going to get the newsprint? 

Mr. Ticounar. It date have to come from the expansion of pro- 
duction, and we have no knowledge here of any expansion contem- 
plated other than that which I have stated. 

Mr. Hare. And when you expand so rapidly in the production of 
newsprint, you have to expand the cutting down of forests; do you 
not ? 

Mr. Ticoutat. That is right. 

Mr. Hatz. Which is now going on at probably in excess of what 
the statisticians call the optimum; is it not ? 

Mr. Ticovutat. Well, insofar as the present timber areas are con- 
cerned, that is true to a large extent. But there are untapped areas 
that would be rather costly to reach today but which some day may 
have to be tapped. 

Mr. Hate. You are referring, I presume, to the areas in northern 
Canada. 

Mr. Ticounat. And possibly Alaska. 

Mr. Hatz. Under the foreseeable conditions, those areas would 
make expensive newsprint; would they not? 

Mr. Ticovtat. Based on any information we have at present, that 
is right. 

Mr. Unverwoop. Mr. Ticoulat, the other day I called Mr. W. L. Neu- 
brech of the Pulp and Paper Division, National Production Authority, 
and he told me there is no truth in a report that was going around to 
the effect that any control orders are contemplated on newsprint paper 
either at contract prices as’ furnished by Canadian mills or on the 
open market. He said he did not believe there ever would be during 
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this war situation but that, if the situation is acute enough, limitation 
orders to equalize the supply might be issued, and he said, if so, an 
industry committee would be set up, as was done in the last war, and 
their advids would be asked. 

Do you have anything to add to that, or can you tell me whether 
that is an accurate statement or not ¢ 

Mr. Ticovnatr. Well, there are no present plans to allocate, but 
some of the conditions I have outlined that could curtail production 
would compel us to do something, at which time we would call a meet- 
ing of the advisory committee to discuss the best way and the proper 
way to handle such a situation. 

Mr. Unverwoop. Now, there is one statement here from a daily re- 
port for executives that is prepared and circulated privately here 
which says a paper order designed to assure the meeting of major 
requirements of the Federal Government for paper is expected by early 
next week. National Production Authority officials said it would 
have only a small impact on the existing tight supply of newsprint— 
particularly that they would issue “DO” orders among the mills in 
order to take care of all paper necessary for the Federal Government. 

Has that order been issued yet ¢ 

Mr. Ticoutar. That order is in process of being issued and may be 
out today. It sets up reserve requirements for each mill wherein each 
mill is Selianted to reserve a certain percentage of its capacity to take 
care of “DO” orders and certain Government orders up to a specified 
period of the month, after which it can be released for civilian needs. 
A record of such shipments will be kept by NPA and, in the event of 
some unusual demand, directives may then be issued against those 
mills that have not taken tonnage up to their reserve supply. The 
result will be an equitable distribution of the available production. 

Mr. Unverwoop. Is there a price control section separate from yours 
that has control over the use of paper ¢ 

Mr. Trcoutat. NPA has nothing to do with the control of prices. 
That is over in the ESA branch. 

Mr. Unperwoop. Can you tell us who would have control of any 
price control that would affect paper ¢ 

Mr. Ticoutatr. The ESA Director. I do not know who has been ap- 

xinted. There have been a number of names suggested. I believe 
his name will be announced in the next day or two; but, because I have 
not heard officially, I cannot answer. 

Mr. Hetzer. Mr. Ticoulat, I believe you mentioned the increase in 
the Canadian production has been due to getting new machines and 
the rehabilitation of old ones. Is that correct ? 

Mr. Ticoutar. In recent years: that is right. 

Mr. Hetier. When did that take place—since 1939? 

Mr. Ticounat. I doubt that there was any increased production or 
much increased production between 1940 and 1945, but I do not have 
the statistics here. I can get them. That was during the war period. 
But from 1946 to 1950, the imports from Canada increased from 
3,563,000 tons to 4,710,000 tons. 

Mr. Heiter. And you base that increase upon the fact that those 
new machines and the rehabilitation of old ones had caused that; is 
that correct. 

Mr. Ticoutat. That is right. 
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Mr. Heiter. What factors have impelled the production of news- 
print in the United States? 

Mr. Ticovutar. I do not know that I can answer that. The record 
shows practically no increase—in fact, no increase of any conse- 
quence—from 1939 until the year 1950, when a new machine was put 
in the Southland paper mill at Lufkin, Tex., and the Coosa mill at 
Coosa, Ala. 

Mr. Hevter. Would you say if we had secured new machines and 
rehabilitated our old machines, we could have continued on the same 
line of production as Canada? 

Mr. Ticoutar. I would assume, based upon the historical back- 
ground, that the mills must have assumed it was not as profitable 
as other grades of paper, because there has been a tremendous in- 
crease in production of paper in the United States going back to 
1925. And since 1925, for a period of several years, there was a very 
rapid decrease of newsprint production and then somewhat of a 
leveling off since 1939, and I believe for 2 or 3 years prior to that. 
But I do not have the statistics here. 

Mr. Hetirr. Would I be right in assuming, then, that the mills of 
the United States have sort of abandoned the production of news- 
print? 

Mr. Ticoutat. While that seems to be a reasonable assumption, I 
cannot sav that is correct. 

Mr. O'Hara. Mr. Ticoulat, did I understand you to say there had 
been some demands or allocations set aside for ECA in the pulp line? 

Mr. Ticoutar. There has been a report presented to us by the 
State Department indicating requirements for 1951 will be as much 
as 25,000 tons from the United States. I also gave figures as to the 
amount of ECA shipments from Canada. 

Mr. O’Hara. What is that figure on ECA pulp that is being 
shipped from Canada? That would be newsprint that would ordi- 
narily come into this country; would it not ? 

Mr. Ticou.atr. Well, they have been shipping it from there since 
1948. During that period of time, there were periods when there was 
an adequate supply in Canada. But repeating the figures, in 1948 
they shipped 46,000 tons; in 1949, 148,000 tons; in 1950 they were back 
to 43,000 tons; and in January 1951, the only month we have a record 
of, it was 11,000 tons. 

Mr. O'Hara. Where is that paper going? 

Mr. Trcoutar. I have no way of knowing that, and I do not know 
that. we can get that information, but to the ECA countries. 

Mr. O'Hara. That is separate and distinct from the 25,000 that 
the State Department estimates they want to send to foreign countries; 
is that true? 

Mr. Ticounat. That is right. 

Mr. O'Hara. Are we buying paper from Sweden any more? 

Mr. Ticoviatr. From Scandinavian countries, if you will group 
them together, yes; we are. The amount we have purchased from 
there has decreased considerably since 1939, 

Mr. O’Hara. After the change in the British pound, Sweden and 
the Scandinavian countries priced themselves out of the pulp market, 
did they not, so that our American purchasers won’t buy from them 
any more? Is not that a matter of fact? 
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Mr. Ticoutar. That may have been true for a while, but the re- 
verse situation is true today. Their prices are high and they are able 
to sell all they can make at their present prices. 

Mr. O’Hara. The paper shortage in this country has been rather 
critical for some time. Do you know whether the demands of ECA 
and the State Department to ship paper out of the country are going 
to increase ¢ 

Mr. Ticounat. I think that is a decision for someone higher up than 
1. I mean I have no opinion on that, and I do not feel I am qualified 
to answer that. 

Mr. O'Hara. I have this situation, which is personal to me because it 
is a daily paper in my own district, and this has happened within the 
last 3 months. This paper, which is long-established, is having diffi- 
culty in getting newsprint, and they received a notice from a firm in 
Chicago to the effect that if they would pay a price which was consid- 
erably above the market or a sort of black market price, they would 
guarantee them all of the paper they could use. 

Have you had any instances similar to that called to your attention ? 

Mr. Trcounat. I have had no such instances, but what actually hap- 
pened in the last war was that a number of mills that were not news- 
print mills but which could make newsprint paper did supply a higher 
grade of paper to the newspapers, which was used for publishing 
newspapers. It varied at different prices. That might happen again 
with some of those marginal mills. But the total tonnage they could 
produce would be small as compared to the total requirements. 

Mr. O'Hara. Do you think if that sort of thing continues, news- 
print will have to be put under controls ? 

Mr. Ticounat. I do not feel controls will be necessary unless one 
of those major impacts I have referred to should occur. Then there 
will have to be some sort of controls established. 

Mr. Priest. If the gentleman will yield, on the subject of the pos- 
sible shortage in this country, do I understand you to say the esti- 
mated shortage for 1951 would be 130,000 tons? 

Mr. Ticovtat. That is the estimate made. That is right. But that 
is because of a considerable increase over last year’s actual consump- 
tion and usage. There will be produced, according to the estimates, 
during 1951 more than was produced in 1950. 

Mr. Priest. Could you or could someone put in the record how 
long 130,000 tons would enable the New York Times, say, to publish 
its regular editions? I think it would mean more to the members of 
the committee to know what that would mean in terms of the daily 
issues of the New York Times. 

Mr. Trcounat. I can get that information. 

Mr. Priest. If you can get that breakdown, it will mean more to 
me, and I think it will mean more to the members of the committee. 

(Mr. Ticoulat later stated that the answer to Mr. Priest’s question 
is “slightly over 10 months.”’) 

Mr. McGutrr. I read in the paper recently that Colonel MeCormick 
was down in Haiti to make arrangements to get newsprint from Haiti. 
Do you know anything about that ? 

Mr. Ticoutat. No; I do not. 

Mr. Dotuiver. Mr. Ticoulat, I was very much interested in your 
statement that one of the bottlenecks about increased production of 
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newsprint was the question of sulfur. That is something rather new; 
is it not? 

Mr. Ticovtat. It is very new. 

Mr. Dotuiver. The supply of sulfur? 

Mr. Ticounat. It is very new. 

Mr. Doturver. As I recall it, there were and perhaps still are large 
supplies of sulfur down on the Gulf coasts of Louisiana and Texas. 
Are those supplies depleted, or what is the situation ¢ 

Mr. Ticoutar. A number of things have happened. According to 
the estimates that have been given to us—and I would like to quote 
the figures here, if I may—the total production of sulfur in 1950 was 
5,350,000 long tons. The estimated production in 1951 is 5,050,000 
tons—a decrease of some 300,000 tons. 

Mr. Dotttver. Some months ago I visited the State of Wyoming 
where they have large gas wells and big organizations, and I heard 
they are cleaning out that gas and making sulfur out of it. Has any 
survey been made of the possibilities along that line—of using sour 
gas and getting sulfur out of it ? 

Mr. Ticovutar. A great deal is being done on that. In addition to 
the decrease in production, a number of things have happened. The 
steel industry has increased its use; the oil industry has increased its 
use; the paper industry has increased its use, and the fertilizer indus- 
try has increased its use, all of which has created this present rather 
acute and serious situation. 

There are means of getting sulfur production from the waste fumes 
of oil refineries and smeltering plants; there are means of equipping 
paper mills and other industrial plants to burn pyrites, and plans are 
going ahead rapidly to do that. But it is estimated it will require 
about 18 months to equip such plants and make those conversions at a 
pretty high capital investment and the use of critical materials in 
order to do these things. 

Mr. Dotuiver. I take it from your testimony that you have had long 
experience and have had some experience in the actual production of 
paper. Do you know whether any experimentation or any investiga- 
tion has been going on to try to find a substitute for sulfur in the man- 
ufacture of newsprint ? 

Mr. Ticoutar. Up until a few months ago there was no evidence, so 
far as industry was concerned, that there was to be a shortage. It has 
been known for a long time that there were substitutes available but 
which were not economical, including the burning of pyrites. I am 
not. a chemist; so I cannot describe it, but it is a form of ore that is 
used and burned and produces the necessary acids. That is rather 
a layman’s description, because it is a chemical process. But it can 
be done. 

Mr. Dottiver. ‘Is that the conversion you spoke of a moment ago # 

Mr. Ticoutat. That is right. 

Mr. Dotuiiver. And that will take 18 months? 

Mr. Ticounar. That is right. Something must be done in the in- 
terim period to supply not only the paper industry but also the steel 
industry and the oil industry with the necessary sulfur. There have 
also been shipped to Europe in the course of the last couple of years 
substantial amounts of sulfur, and that, of course, is also a heavy 
drain on the present domestic production. 
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Incidentally, we were informed in the last few days that a new 
deposit of sulfur has been located in Mexico that could result in a 
rather substantial production within a period of a year and, assuming 
a substantial part of that might be available to the United States, 
it would go a long way toward relieving the situation. 

Mr. Douitver. Do you know whether sulfur is on the positive list as 
to export from the United States / 

Mr. Ticoutat. I do not know what you mean by “positive list.” 

Mr. Dotutver. I mean is there any control over the export of sulfur 
from this country. 

Mr. McCoy. I can answer that question. It is on the positive list. 
It is under a quantitative control. 

Mr. Doutiver. Let me pursue that a little further as to the use of 
sulfur. Perhaps you do not feel qualified to answer this, but if there 
is anyone else who can do so, I will be glad to have him. 

Sulfur, you say, is used in the steel industry ¢ 

Mr. Ticovurat. That is right. 

Mr. Douutver. Is that principally for cleaning sheet steel as it goes 
through the mill? 

Mr. Ticoutat. I am not qualified to answer that question. 

Mr. Dotiiver. Do you know whether sulfur is used in the munitions 
industrycin the production of explosives / 

Mr. Ticounat. I have here a list of the uses in 1948 that I think will 
answer your question, 

The chemical industry used 1,790,000; fertilizer, 800,000; pulp and 
paper industry, 380,000; explosives, 110,000—I do not know whether 
that would go up in proportion to the expanding explosives program 
or not—dyes and coal tar, 98,000; rubber, 63,000; paint and varnish, 
240,000; food products, 8: miscellaneous, 211,000. And in the form 
of sulfuric acid, which is obtained from sulfur—this is not in the same 
units of measure; so 1 will just read the list of them—used in chemi- 
cals, fertilizer, paint and varnish, petroleum, coal-tar products, rayon 
and cellulose film, iron and steel, other metallurgical industries, 
explosives, textiles, and miscellaneous. 

Mr. Dotuiver. Could you tell us, Mr. MeCoy, whether this list of 
articles which Mr. Ticoulat has now read are on the positive list, 
along with sulfur? 

Mr. McCoy. I am not sure I can answer that definitely. Most of 
those products, however, that are industrial products are under a form 
of export control on the positive list for most destinations, and some of 
them are under absolute quantitative control—that is, allocation for 
export—with a ceiling put on the export. 

Mr. Dotriver. You mean a quantitative ceiling of so many tons? 

Mr. McCoy. Yes; of so many tons. In connection with sulfur, in 
the first 3 months of this year there is a limit of 230,000 tons, if I 
remember correctly, on exports of sulfur during the first 3 months of 
this current year. 

Mr. Dottiver. Referring to the question of this newly discovered 
deposit of sulfur in Mexico, do you have any information available 
as to whether that is being developed and exploited and whether it is 
available for use in the United States in the pulp industry or, rather, 
in the paper industry of Canada and the United States? 
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Mr. McCoy. I know this deposit is reported to have been proven 
up; that it can come into production sometime in 1951, and the out- 
look is for the production of around 200,000 at an annual rate. Pre- 
sumably, if that property is developed in accordance with plans, that 
sulfur will be made available, or a portion of it, to the United States, 

Mr. Douutver. Of course, the basic material used in the production 
of newsprint is pulpwood; is it not? . 

Mr. Ticovutar. That is right. 

Mr. Dotxiver. Can you tell me whether there are any developments 
or experiments going on with reference to the use of other cellulose 
material for the production of newsprint? I am thinking particu- 
larly of agricultural waste. I come from an agricultural area, and 
I know there are literally millions of tons of cellulose waste that just 
never are used. Is any experimentation going on along that line? 

Mr. Ticoutar. There are many companies that have been doing a 
great deal of research on substitute materials. Thus far I know of 
no one who has been able to produce newsprint economically from 
any of these waste materials. You have the problem of accumulat- 
ing the waste and bringing it to a central point. 

Most of those you may be thinking about—straw, corn husks, or 
bagasse—would be accumulated within a certain season and it would 
create a terrific storage problem and packaging problem and shipping 
problem to move them to the area of the mill. So, while paper has 
been made experimentally from those materials, insofar as I know, 
no one has successfully economically made newsprint. 

Mr. Dotuiver. As the gentleman from Maine suggested just a 
moment ago, ultimately we are going to run out of wood pulp to make 
paper, and it seems to me we could well be considering substitute 
sources that are readily placeable. That is all. 

The Cuarrman. Mr. Beckworth. 

Mr. Beckworrn. You have enumerated several difficulties which 
you foresee that could throw off balance the newsprint and paper 
supply materially; perhaps to the point where it would be quite in- 
jurious to some of the users. 

As of this moment, which do you think is more likely to come first ? 

Mr. Ticoutatr. The immediate problem is the sulfur one which is 
being worked on from various angles to get the temporary relief re- 
quired, and I know industry is already taking necessary steps to 
augment their supply. That will be over an 18 months’ period. 

Mr. Beckworrn. Are you rather hopeful that particular problem 
will be solved in such way as not to be serious in the relatively near 
future? 

Mr. Ticounat. I have always been an optimist, and since this is 
my first experience in government, [ am going to retain my optimism. 
I hope so. 

Mr. Becexwortn. How long have you actually been in the National 
Production Authority ? 

Mr. Ticoutat. About 3 weeks. 

Mr. Beckworru. Have you received many indications from indi- 
vidual newspaper people—large, small, and medium—that they are 
having considerable difficulty now ? 

Mr. Ticoutatr. Only from one group, and that problem was 
straightened out. 
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I believe that it was the New York Evening News through some 
arrangement took over the St. Raymond Paper Mills. Some of the 
small publishers were fearful they would be left without a source 
of supply, but through Mr. Stevens, of the Evening News, their 
supply has been assured, and we have had no complaints since. Those 
are the only complaints we have had so far since I have been there. 

The Cuamman. We must adjourn now because of the quorum call. 

We will meet tomorrow morning at 10 o'clock. 

(Whereupon, at 11: 10 a. m., the committee adjourned to reconvene 
the following day, Thursday, February 8, 1951, at 10 a. m.) 

(The following tables were submitted for the record by Mr. 
Ticoulat :) 

TABLE 1—Production in thousands of short tons 





Tnite 
— | Canada | Other World 
an | 929 3,177 3, 676 7,792 
1946 : es ‘ Cr RE ce st } 771 | 4, 506 1, 557 | 6, 834 
1947__. ine _ a ; 826 | 4, 820 2, 007 7, 653 
1948 : 86s | 4, 9R3 2. if 8.444 
1949 : ‘ 900 | 5, 176 3, 028 9, 104 
SE CRE cera : 1, 004 5, 279 | N.A. | N.A, 
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Sources: 1939-48, Department Commerce Report 1950; 1949, World Newsprint Survey; 1950, Newsprint 
Association of Canada. 


TABLE 2.—United States: Consumption, imports, total supply in thousands short 





tons 
Total Imports Imports |» | Supply Total | 
| consump- | from | ~~ oad otal | — supply Inventory 
tion Canada Europe imports St ee (ex-stocks) on hand 
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1 As of November 1950. 


Source: Newsprint Association of Canada; Department of Commerce, June 19, 1950. 


Taste 3.—United States export in thousands of short tons 
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110 months. 
2? Not available. 


CoMMITTEE ON INTERSTATE AND ForeEIGN COMMERCE, 
NeWspRIN?T Srupy, 
Wasurneton, D. C., Zhursday, February 8, 1951. 
The committee met, pursuant to adjournment, at 10 a. m., in room 
1334, New House Office Building, Hon. Robert Crosser (chairman) 
presiding. 
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The Cuarrman. The committee will be in order. 

When we discontinued yesterday on account of the call of the 
House, Mr. Ticoulat was in the witness chair. Mr. Beckworth has a 
few questions. He was asking questions yesterday. He, therefore, 
is entitled to proceed further with his questions. 


STATEMENT OF GABRIEL TICOULAT—Resumed 


Mr. Beckworru. Mr. Ticoulat, you were talking about sulfur as 
being one of the important items and as being in short supply at this 
time. Asa matter of fact, I think you indicated that it might be the 
most critical necessity at the moment. 

Mr. Ticou.ar. That is right. 

Mr. Beckwortu. Does that 20 percent proposed restrictive cut you 
mentioned apply with reference to Canadian manufacturers as well 
as manufacturers in this country ? 

Mr. Ticoutar. So I understand; yes. 

Mr. Beckworrn. Of course, that would be a very material drop in 
supply of sulfur, would it not ? 

Mr. Ticoutat. That is right. 

Mr. Beckworru. As a matter of fact, it would have the effect of 
throwing out of order many of the programs, circulation programs, 
which newspapers in the country recently have carried on, and they 
might not be able to carry on their present circulation schedules. 

Mr. Ticovtar. That is right. 

Mr. Beckwortnu. Of course, one of the important items is steel. 

Mr. Ticounar. Yes, sir. 

Mr. Beckworrnu. Is your Division currently undertaking to see 
that ample steel is made available for those who manufacture parts 
for newsprint machines, to see that enough is made available to take 
care of what they need ? 

Mr. Ticou.ar. There is in process now a regulation similar to MRO 
regulation of WPB days which will take care of that situation, and 
T feel confident that that will be worked out satisfactorily for the 
newsprint industry as well as other industries, mainly for mainte- 
nance, repairs, and operating supplies. 

Mr. Beckworti. Something was said—I believe Mr. Hale alluded 
to it—about the almost impossibility of new newspapers coming into 
being, that is, those that have not been in existence, getting into exist- 
ence. Has any thought been given to setting up a reserve of some kind 
whereby those who have hardship cases and those who are trying to 
enter the publishing business for the first time could do so? 

Mr. TicoutaT. Well, it seems that would be a matter for considera- 
tion between the publishers division and the pulp and paper division. 
I do not feel that it is a function or a matter that the pulp and paper 
division should attempt to determine alone. 

Mr. Becxwortu. Well, irrespective of where the responsibility 
might be lodged, has any discussion been given to that which you 
know about ? 

Mr. Ticou.at. There has been no discussion that I know of. 

Mr. Becxwortn. I believe that is all, Mr. Chairman. 

The CuarrmMan. Any further questions? 

Mr. Hate. Mr. Chairman? 

The Carman. Mr. Hale. 
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Mr. Hare. Would there be any good in me talking with any of the 
representatives of your organization about getting newsprint for 
newspapers ? 

Mr. Ticovtat. Well, in my present capacity here as a Government 
official, 1 am hardly qualified to answer that. 

Are you talking about the NPA or are you talking about my pre- 
vious connection ? 

Mr. Hater. I am talking about 

Mr. Trcoutatr. I may have misunderstood your question. 

Mr. Hare. Let me put the question this way: I am trying to get 
newsprint, and in attempting to get newsprint I took the matter u 
with specific concerns. Of course, I did not take the matter up wit 
every newsprint manufacturer in the country. What I am getting at 
is: is there any over-all agency that you can go to in this country and 
say, “I want newsprint, I do not care where it comes from. I just 
want some newsprint.” 

Is there any organization like that? 

Mr. Ticoutat. Well, NPA, of course, would probably be the one 
to go to, but as of the moment, I know nothing that we can do other 
than use persuasion with the manufacturers if the case seems to be 
of a nature that requires that. 

Mr. Hare. Well, I would like to discuss the point with you. I will 
not take the time of the committee now, but I would like to discuss 
the matter with you later. 

Mr. Ticoutat. I would be very glad to. 

Mr. Hae. That is all, Mr. Chairman. 

The CHatrman. Are there any further questions by any of the 
members of the committee? If not, we thank you very kindly for 
your interesting statement, Mr. Ticoulat. 

Mr. Ticoutat. Thank you. 

(The following information requested by Mr. Hale was supplied by 
Mr. Ticoulat :) 


Newsprint production in the United States by year 
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1 Preliminary. 
? Estimate. 


The Cuairman. The next witness then will be Mr. Cranston Wil- 
liams, representing the American Newspaper Publishers Association. 


STATEMENT OF CRANSTON WILLIAMS, GENERAL MANAGER, 
AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, NEW YORK, 
N. Y. 

Mr. Wit1ams. Mr. Chairman and gentlemen of the committee: 


My name is Cranston Williams. I am general manager of the Ameri- 
can Newspaper Publishers Association. I have a short statement 
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that may have two or three things in it which Mr. Ticoulat has already 
testified to, but it will take only a few minutes to read it. 

United States newsprint consumption by all users in 1950 was 
5,936,941 tons. Supply from all sources—United States, Canadian, 
and overseas mills—was 5,905,224 tons. The difference of 31,717 tons 
between consumption and supply came out of publishers’ stocks. 

An estimate of supply for United States consumers in 1951, made 
ina recent pamphlet of Newsprint Association of Canada, is 5,920,000 
tons. That is 16,941 tons less than actual consumption in 1950, 

Publishers getting as much newsprint in 1951 as in 1950 will be 
fortunate. Several mills have advised customers of cuts in 1951 
shipments. 

Consumption each month in 1950 showed a substantial increase over 
the same month in 1949. For the year 1950, consumption was 7.4 
percent over 1949 by all users. There are no signs of a substantial 
let-up in demand. Production is not keeping pace with use. Addi- 
tional supply up to now has been available principally because of 
Canadian shipments, formerly going to overseas markets, coming 
to the United States. That trend is now reversed and more shipments 
from Canada to overseas markets can now be expected. 

Estimated total publishers’ stocks were 608,807 tons at the end of 
December 1949 and on December 31, 1950, they were down to 577,090 
tons. Publishers cannot safely continue to cut into their reserve 
stocks, 

There are a number of projects for new mills, but newsprint from 
any one, if construction were started now and priorities obtained, 
could not be expected before early 1953. The only mill under way is 
the Elk Falls Co., Duncan Bay, British Columbia, financed in part by 
Crown-Zellerbach Corp., which is expected to produce 75,000 tons a 
year starting in 1953. 

Mr. Ticoulat yesterday said they hoped and expected that it would 
be in 1952. 

The spot market has few offerings at prices far above the contract 
price and this is evidence of little tonnage actually available outside 
of contracts. Several recent offerings were at $230 a ton. 

Every interruption in the flow of newsprint from mill to con- 
sumer—like the rail strike in Canada last summer, the United States 
rail strike now and the present boxcar shortage—causes immediate 
distress to many publishers. There is no margin between supply and 
demand. Stocks in the hand of publishers are too low. 

The United States in 1950 received 80 percent of its newsprint sup- 
ply from Canada, 17 percent from United States mills and 3 percent 
from European mills, principally in Finland. In tons, Canada sup- 
plied 4,742,000 tons; 991,000 tons came from the United States; and 
172,000 tons came from Europe. 

Canadian production is expected to show an increase of about 125,- 
000 tons in 1951. The increase in 1950 over 1949 was 102,000 tons 
which shows a steady rise over a period of years. 

Some of the increase in 1951 is planned to go to the United States 
but Canadian overseas markets are expected to take a share of the 
increase. 

Canada wants to supply her overseas markets. During the 5 years 
preceding World War II, these exports averaged 735,000 tons per 
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year. In 1950, they were 207,803 tons. In 1951, they have been esti- 
mated at. 275,000 tons. 

The ANPA understands that Britain has made contracts for 97,440 
short tons from Canada in 1951. In 1950 Canada shipped 28.000 tons 
to Britain. Dollars again seem to be available in larger amounts in 
Britain and elsewhere in the world for the purchase of Canadian 
newsprint—such as in Australia, South Africa, and South America. 

Although United States mills represent only 17 percent of total 
United States supply, the increase from United States mills to United 
States users in 1950 of 104,000 tons compared with 1949 has been most 
helpful. That increase was due in large measure to the Coosa River 
mill in Alabama which started production January 18, 1950. Pro- 
duction in the United States in 1950 was 1,003,597 tons—the first time 
since 1940 that United States production passed the 1,000,000-ton 
mark, 

United States imports from overseas—mainly from Finland in 
1950—were estimated at 172,000 tons. In 1949 they were 225,000 tons. 
In 1951 it is estimated that the United States will receive about 150,000 
tons from European mills. 

I gave that as a summary as at present, thinking that possibly the 
committee would want to ask some questions rather than for me to 
give a great amount of details. 

Mr. UNperwoop. Mr. Chairman ? 

The Cuatmrman. Mr. Underwood. 

Mr. Unperwoop. Mr. Williams, in the first place I would like to say 
for the benefit of the committee that having tried to run a newspaper— 
in fact, I did run a newspaper for some 7 years—that there is no 
man in the United States that knows any more about the newspaper 
situation or the difficulty of newspapers, or is more helpful to all of 
them than Cranston Williams. 

Mr. WittraMms. Thank you, Mr. Underwood. 

Mr. Priest. With the gentleman pield to permit also a former news- 
paperman to concur in that viewpoint ? 

Mr. Unperwoov. Well, I think that you will find that every news- 
paperman in the country will concur in it. 

The Cuatrman. This seems to be a newspaper publishers gathering. 

Mr. Unperwoop. What I would like to ask, though, of course I asked 
Mr. Ticoulat yesterday whether there is anything planned in the way 
of controlling newsprint, by way of allocations. Has a newspaper 
industry committee been set up at this time as it was in World War IT? 

Mr. WituiaMs. It is my understanding that the National Production 
Authority has recently set up a printing and publishing division which 
is similar to what we had in the WPB and they are now working on 
appointing an advisory committee which would come from the news- 
paper business. 

‘Mr. Unperwoop. Do you think it would be helpful to have any kind 
of price control or allocations or anything like that ¢ 

Mr. Wittrams. Well, they are separate things. 

Mr. Unverwoop. They are; yes. 

Mr. Wits. First, in the matter of price, it is my understanding 
that all prices of paper are subject to the present price control and 
the present order, and that, as Mr. Ticoulat mentioned yesterday, is 
separate from the question of rationing its use. 
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We do feel in the use of newsprint, when it comes to supply, that 
we are in a different position from all other paper users in the United 
States. I am referring to magazines and all types of uses. 

In round figures we consumed 6,000,000 tons in the past year— 
that is all users, commercial printers; everybody. Approximately 
four-fifths of that comes from Canada, outside of the United States, 
and therefore, the problem of rationing and controls, if any arises, is 
a thing that has got to be worked out with Canada. 

The orders that controlled rationing in the last war, and I would 
think would be the same thing to apply now, run against the user. 
In other words, the user of newsprint cannot use more than a certain 
amount. 

Now, if all of the newsprint was in the United States you could 
go further with control. And the same thing applies as to the mat- 
ter of price. In other words, the order says that you cannot pay more 
than a certain amount. 

Mr. Unprerwoop, Let me ask you one thing that came up in regard 
to other discussions. That is, there were a good many questions asked 
at different times about the amount of newsprint on hand by papers. 
Of course, you have that analyzed in your bulletin here, but a news- 
paper, when it takes subscriptions, gets the money in advance and 
incurs a liability, so that it must deliver the paper for a year, in 
some cases. 

How much do you think that a newspaper safely should have on 
hand or in sight to continue operations ¢ 

Mr. Witu1aMs. Let me answer it first by saying that at the end of 
December—we do not have January consumption figures until next 
week for they are obtained usually about the end of the following 
month. But at the end of December 1950, there was on hand an 
average of 33 days’ supply. Now, that is deceptive, if you do not 
understand it. That is over-all of all newspapers. 

For instance, there are some newspapers which bring in their news- 
print from Canada when the season of navigation is open, store it in 
warehouses and use it during the winter. In other words, when the 
St. Lawrence freezes in November until it opens up in April you 
cannot move. 

These stocks on hand of 33 days’ supply include that. It follows 
naturally that the publisher that 1s dependent on freight-car move- 
ment of his newsprint must be lower in stocks than this because he 
does not have it. 

Therefore, we would say generally that it depends on where you 
are located. In other words, if you are north of the Ohio and Potomac 
Rivers, and going on out into Nebraska, before you get to the Rockies, 
you do not have to keep as much under normal conditions, as much 
newsprint on hand in the publisher’s city as you would have if you 
were down in Tennessee or further south, particularly in the South- 
west, because you get more by railroad. 

So these stocks do not tell the whole story. As a matter of fact, 
on Monday a paper in Ohio had to eliminate all advertising and come 
out only with news, because he had six cars of newsprint in transit. 
Due to this railroad strike, they did not know where it was, or where 
it is now, and they do not know when they will get it. 

So, it varies, depending upon location. 
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Mr. Unperwoop. Let me ask another question. Do not most news- 
papers have a percentage, say, two-thirds of their paper contracted 
for, and do they not buy the rest of it in the open market ¢ 

Mr. Wut1amMs. No; I would not say most newspapers. In fact, 
nearly all newspapers have, or should have, a contract for their cur- 
rent requirements, and then under normal conditions, if it turns out 
that the mill supplying them cannot give them any more, then they 
can buy their additional tonnage, or spot tonnage. 

Now, the situation today is such that if he has a contract for only 
two-thirds of the amount he wants to use, there is no place for him 
to go to get that other one-third. 

Mr. Unprerwoop, Let me ask another question there. Now, when 
I was a general manager of a paper, I think we paid about $40 a ton 
for newsprint, under contract. What is that selling for now? 

Mr. WituiaMs. $40 is lowest contract price in modern history. 

Mr. Unprerwoop, Well, I think so. 

Mr. WiutAMs. The present price is $106 a ton, delivered, New 
York City. Now, Lexington, Ky., is in another zone, and I should 
say that the price delivered in Lexington, Ky., is doubtless $109 or 
$110 a ton. 

Mr. Unperwoop. Then if a man now did not have quite enough 
under contract to get his paper out for a year, then he has to go out 
into the open market and try to buy some paper / 

Mr. WittiaMs. Yes. 

Mr. Unpbrerwoop, About what would that cost him now ? 

Mr. WituiaMs. I mentioned in my statement that it was virtually 
nonexistent, but that we had heard of some offered at $230 a ton. 

Mr. Unperwoop. Well, now, in your opinion, is there anything in 
the form, either of legislation or of inquiry, that this committee or 
the Congress should do that would help relieve the newsprint situa- 
tion? 

Mr. WituiaMs. I cannot conceive of any legislation at the moment. 
I think that it is a constructive thing and I was pleased to see this 
committee take an inteerst in the situation, because I think going 
back to this committee in the Seventy-ninth Congress, it was very 
helpful, within my knowledge, when instances arose with respect to 
situations such as Mr. Ticoulat mentioned yesterday, as to sulfur, 
and can arise with respect to many phases of this thing. I know of 
instances where the committee was very helpful in understanding 
the situation and displaying its interest. 

I say I know of no legislation that could be helpful, but I do think 
that the constant watchfulness of this committee can be helpful in 
connection with exercising its judgment in meeting some of these prob- 
lems that are going to arise. 

So, for the moment, I would say that this committee could continue 
to ask such questions as were asked Mr. Ticoulat about the sulfur sit- 
uation, and keep posted, because after all, there is not. enough sulfur 
for everybody to have all that they want. You heard a list of those 
different uses read yesterday. They are all, in varying degrees, es- 
sential uses. 

Mr. Hare. Did you say that there was enough ? 

Mr. Wixu1aMs. No, sir; I said that there was not enough for all 
essential users to get all they wanted, as I understand it, under present 
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conditions. I am talking about fertilizers, explosives, pulp and paper, 
and all, and the dangerous thing about the present sulfur situation is 
with respect to pulp and paper, that they are using out of inventory, 
and inventory is not being replaced, because they are being cut 20 
percent in sulfur deliveries. 

And they bring it in, by the way, as I understand most of the paper 
mills—I am not a paper mill operator—but my understanding is that 
they bring in the sulfur in the summer and stockpile it. That is why 
they have rather large stockpiles now. 

Mr. Unperwoop. Has the American Newspaper Publishers Asso- 
ciation tried, through the paper mills at Lufkin and other places, to 
develop any methods or as broad a base as they possibly could to help 
relieve the situation ? 

Mr. Witiiams. Yes. The gentleman from Maine yesterday spoke 
of this. Outside of the expansion of the Great Northern and St. Croix, 
which has been steadily increasing their capacities, the only substan- 
tial new production of newsprint in the United States was the Lufkin 
Mill at Lufkin, Tex., which now produces 130,000 tons, and the mill 
at Coosa River, Ala., which is rated at 120,000, and the distinctive 
thing about that is that they are making newsprint out of the pine 
tree. In other words, the Texas mill was the first mill in the world 
which was set up and operated commercially to use the pine tree, and 
8 demonstrated that it can compete with newsprint made anywhere 
else. 

Therefore, it has proven, from our viewpoint, economical and fea- 
sible in these two new mills. We are hoping to get an expansion of 
those, both of those mills, with new machinery. There are several 
projects in the South that are in varying stages but, of course, those 
projects run into trouble now under the present national defense pro- 
gram, when it comes to construction and material and those kinds of 
things. 

Mr. Hesevron. Will the gentleman yield? 

Mr. Unnerwoop. I will yield. 

Mr. Heseiton. Mr. Williams, perhaps I am trespassing on my col- 
league from Maine (Mr. Hale) and his jurisdiction over there, but 
last night, in view of the inquiry Mr. Dolliver made yesterday about 
alternative uses of material—and I am somewhat interested in the 
use of various materials—I was interested in seeing this AP press 
item. It is headed: “Maine mixes spuds, wood in paper.” 

And it goes on to say: 

Will a mixture of potatoes—of which Maine has more than it knows what to 
do with—and wood pulp produce a better grade of paper? 

And it goes on to tell about the number of bushels of potatoes pro- 
duced in Maine, 61,000,000 bushels, and says: “more than half re- 
mains to be disposed of.” 

It further says: 

Gardner estimated that 15 to 25 carloads—12,000 to 13,500 bushels—of culls 
and inferior-grade potatoes might be used daily for paper manufacture. 


It also says: 

Three paper mills will make trial runs ,of wood-pulp-potato-pulp paper. The 
University of Maine paper and pnip department also will make pilot tests. 

Now, he does not say anything about whether the paper could be 
used for newsprint, but I assume that in terms of utilizing it that 
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they might take the starch out if it turns out to be successful and use 
it, and I am wondering if you know anything about that particular 
thing? 

Mr. Wiiuiams. We have known about the potato—it goes back to 
this: the chemists tell us that they can make paper out of any cellulose. 
I mean, that is a basic thing. The whole thing then is, can you make 
it economically? The word used is “economically,” and, of course, 
“economics” is a curious word. It depends upon what kind of eco- 
nomics you are talking about. But the paper maker or newsprint 
manufacturers tell us that these other things technically can be used 
but they have not reached the point where they can be used com- 
petitively. 

Not laboring the point, these potatoes in Maine have got to be 
assembled, have got to be brought-together, and have got to be out of 
the ground in season. And they have got to be used pretty quickly, 
or facilities made for their storage. 

Now, the answers we get in connection with bagasse in Louisiana, 
from the sugarcane and straw and all of those things, is that you can 
make paper out of them, but you cannot get together a pile big 
enough for a mill exclusively using that raw material to stay in 
business the year around. 

So, competitively, the paper makers say the tree is the most compact 
bit of cellulose that can be gotten together to concentrate your raw 
material and handled in the cheapest methods possible and make a 
great quantity of paper at the price that it is sold at. 

Now, that does not mean that the scientist cannot make paper out of 
it. There was a dispatch in the newspapers day before yesterday which 
said that pulpwood production would drop and there will be a shortage 
of pulp logs by fall unless the Government makes its timberlands 
available for cutting. 

Now, on the other side, I was secretary of the committee that built 
the mill at Lufkin, Tex., so I know a little about that. The pine tree 
is available there. But, when you go into other parts of the United 
States, including Maine, Minnesota, Michigan, you run into privately 
owned lands that sell their logs off of them, or the mills own them, 
so that the great untapped reserves of the United States are our forest 
lands; that is, Government land. 

That has had something to do with the economy and the plans for 
building more mills in this country. 

Mr. Hesevron. Well, from the economic point of view, it is my 
understanding that the Department of Agriculture was selling these 
potatoes for 1 cent a hundred pounds. That is somewhat economic 
from one point of view and uneconomic from another. 

I was interested in that statement that three paper mills will make 
trial runs of wood-pulp-potato-pulp paper and the University of 
Maine paper and pulp department also will make pilot tests, and I 
a that that might be something worthy of including in the 
record. 

With that in mind, Mr. Chairman, I would like to ask that this short 
newspaper story of that experiment be included in the record. 

The CHarrman. How long is it? 

Mr. Hesetron. About 6 inches. 

The Cuarrman. Without objection, it is so ordered. 
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(The newspaper article referred to is as follows :) 
MAINE Mixes Spups, Woop IN PAPER 


PRrESQUE ISLE, MAINE (AP)—Will a mixture of potatoes—of which Maine has 
more than it knows what to do with—and wood pulp produce a better grade of 


paper? ; 
The spud growers and State agriculture officials, encouraged by a preliminary 


test, intend to find out. Maine’s big paper industry is cooperating. 
IMPROVED PRODUCT 


An experiment in which refuse from potato starch manufacture was used 
showed that the combination with wood pulp made a paper of greater strength 
and finer quality, State Agriculture Commissioner A. K. Gardner says. 

Now a full-strength potato mixture will be tried out. , 

If the process is successful, and industrially feasible, what would it mean to 


the potato industry? The answer is, plenty. 
Take this season for instance. Of the State’s 61,000,000 bushel harvest, more 


than half remains to be disposed of. Until the Korean situation flared so that 
future food supplies for export and Army use had to be considered, 5,000,000 
bushels of Maine surplus tubers were dumped. This means that the Federal 
Yovernment, which supports the price at about $1.15 per hundredweight, was 
selling them back to farmers for 1 cent for use as livestock feed or fertilizer. 

Gardner estimated that 15 to 25 carloads—12,000 to 13,500 bushels—of culls 
and inferior grade potatoes might be used daily for paper manufacture. 

Three paper mills will make trial runs of wool-pulp-potato-pulp paper. The 
University of Maine paper and pulp department also will make pilot tests. 

Mr. Hesevron. I would like to ask one more question, in connection 
with what was just said with regard to a prospective shortage of 
pulpwood and the offering of the Government. 

I was sent this booklet, and I imagine other members of the com- 
mittee were. It is prepared by the American Newspaper Publishers’ 
Association. That is your association ? 

Mr. Wiiurams. Yes, sir. 

Mr. Hesettron. And I notice a dispatch is quoted there, dated De- 
cember 20. T assume, although I do not know, that that is the year 
1950. This refers to the fact that the Forest Service is offering for 
sale about 414 million cords of pulp from Government Jand in Colo- 
rado. I do not know—at least I do not find anything here indicating 
whether that purchase has been completed. 

Mr. WituiaMs. It is my understanding that the beetle has hit the 
spruce tree—I think it is the spruce tree, in Colorado, on our national 
forests, and the beetle has not destroyed the trees immediately for 
use for pulp and paper making. There is a project in Colorado under 
which we had hoped there would be developed a pulp and paper mill, 
and that the paper would be newsprint. In fact, we have been trying 
to aid them in getting enough contract commitments to justify the 
investment. Unfortunately, the last information was they expected 
to go ahead with this mill, but that they would not make newsprint, 
but that they were going to use this for pulp, as I understand—in fact, 
the Government Forest Service has told me that the damage from 
these beetles, or the destruction is such that the mill can count on a 
minimum of 30 years’ supply of wood to come from that source. That 
is outside of other cuttings. 

Mr. Hesevron. At 200 tons per day capacity, according to this 
article. 

Mr. Wiis. Yes. 

Mr. Hesevton. They will have a 30 years’ supply ? 
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Mr. WittiaMs. Yes. ; 

Mr. Heserron. Does that mean all the mills or just one mill? 

Mr. Wiriu1aMs. That is the total amount of wood that would be 
available and whether it was consumed by one mill, or two mills, would 
be a question. As I understand, they are to open bids, the Govern- 
ment had open bids, for the sale of this pulpwood on that project. 

Of course, I should imagine that a great deal would depend on the 
length of the contract. You would not want to build a huge paper 
mill and feel like you had to bid for your supplies every year. 

Mr. Hesevton. Under that particular contract, you say that they 
have opened bids ? 

Mr. Witu1ams. My understanding is that the Government has taken 
the necessary steps to announce bids that it will have the damaged 
or beetle-blighted wood available. At least one concern I know of is 
interested in utilizing it, sufficiently interested to build a mill in 
Colorado. 

Mr. Hesevton. Now, that is a probable source of pulp? 

Mr. Witu1aMs. Yes. 

Mr. Hesevron. Which is taken into consideration in your esti- 
mates, and the estimates furnished yesterday ? 

Mr. Wuu1aMs. No. That is not in our estimates. Our estimates 
on prospective production covers only the mills in existence or mills 
that are under construction, like the one out in British Columbia. We 
do not put into our estimates these projects that are in varying stages 
of development, other than the one in Alabama and tthe one at 
Prescott, Ark. 

Mr. Hesevron. There is a new mill being built, is there not, in 
Alberta ? 

Mr. Wits. There is a project in Alberta near Edmonton and 
we have been working with those people to get it developed. Our 
end of the job is, when a man or a concern says that they want to 
build a paper mill or want to build a newsprint mill, we say, “Fine. 
We will go out and try to help you get contracts to assure the use of 
your product,” and, of course, from the financing standpoint, those 
contracts from a group of newspapers are good collateral for financing 
purposes, as most of them have to be financed in some manner. 

Mr. Hesevron. I do not know whether anybody has asked you this 
question or not, but if they have not, I will leave it for the record. 

What is the situation with reference to the source of supply? Let 
me put it this way. I have some recollection that some of the news- 
papers were able to provide sources of supplies themselves, inde- 
pendently; that is, they bought up woodland and perhaps even mills. 
I do not know. Others did not have that source of supply. Of course, 
they went into the open market for their source of supply. 

Is it not a fact that some are protected by contracts of that kind 
and others are not ? 

Mr. Wixui1ams. The daily newspapers would fall into several gen- 
eral groups. Of course, the larger group is the user that we speak 
of. The smaller newspapers, together with the medium-sized news- 
papers, buy their newsprint and have nothing to do with the owner- 
ship of mills, but buy that paper from a producer under contract. 

Then there is another group of publishers that have bought stock 
in mills, like the one in Texas and the one in Alabama, because that 
was the only way they could be financed. In other words, nobody 
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wanted to come in and build a mill as an investment nature or specu- 
lative nature. Then there is the other group that owns large interests 
in mills. There are only two mills in Canada where the majority in- 
terest is owned by the newspapers, and those two mills are owned 
by the Chicago Tribune and the New York Daily News. 

Now, the output of that mill, or those mills, goes to those two papers. 
It is not sold on the commercial market. It goes to them just like 
all the coal that is mined by a coal mine owned by the United States 
Steel Corp. goes to their steel mills. 

Then there are other mills where the publishers own stock and they 
have contracts. 

Mr. Hesevton. Well, now, in that immediate group where the pub- 
lishers own stock, does that result in a guaranteed source of supply 
to them as against some one who does not own the stock? 

Mr. Wiuiams. So far as I know, the two mills that are largely in 
that category are mills in Texas and Alabama. 

I know of some instances where the publisher could not convince 
himself that he ought to buy stock in the mill, then, later on, after it 

ras built and was going good, he was able to make a contract with 
the mill, even though he owned no stock, and that contract is just as 
good and just as binding as if he had had stock in it. 

Mr. Hesevron. Well, I am a little bit puzzled as to why a news- 
pee would invest in a mill unless there was something in it for 

im. 

Mr. Wrmuiams. Oh, no, sir. My favorite saying in connection with 
that is that the United States Steel Corp. did not go into the business 
of coal mining because it loved to mine coal, but the only way they 
could make steel was to be sure of a source of supply. 

The only way the newspaper can be sure that it is going to publish 
is to have a source of newsprint supply, and, therefore, some pub- 
lishers—it varies—some publishers feel, in order that they may be 
sure of a supply, that they should take steps to assure it by investing 
in a corporation that will build a mill, ond they will make a contract 
with that mill. 

Mr. Hesevton. Well, that brings me back to my first question, sure 
supply. They assure it by investing in the stock of a mill or one 
means or another. 

If Mr. Underwood does not invest and I do not invest, and we are 
out at the end of the year without a supply, I assume that I would 
be fairly well protected from lightning striking me, and that Mr. 
Underwood would be left in the hole. Is that not possible? 

Mr. WituiaMs. I think it is possible; yes, sir. But, so far as I 
know, both at the Alabama mill and the Lufkin mill—those are the 
most recently built mills—they have those contracts and they have 
got some customers. No doubt they are human beings like most of us, 
and that if their contracts expire—I am not suggesting that this is 
the way they operate—but if there is a choice to be made, upon the 
expiration of a contract, it is very readily understandable that the 
publisher that is in on the ground floor and helped build the mill, all 
things being equal, is in a good position to continue to make a contract. 

Mr. Hesevron. I should think he would be in a better position. 

Mr. Wiuuiams. Well, I just would not know, not knowing the situa- 
tion intimately. If I had the facts with respect to how they operate, 
I might be able to answer. For the moment, al] mills have contracts 
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for all of the newsprint they can make. I do not know of a mill in 
North America, in Newfoundland, Canada, or the United States, to 
which you.could go today as a new customer, never having been on 
their books, and get a contract for newsprint. 

Mr. Heserron. That is all, Mr. Chairman. 

Mr. Kier. Mr. Chairman? 

The Carman. Mr. Klein. 

Mr. Kuiery. Mr. Williams, I just have one or two questions. 

Are all of the newspaper publishers in this country members of your 
association ¢ 

Mr. Witiiams. No, sir. There are about 1,750 daily newspapers 
and about 800 are members of our association. 

Mr. Kiern. Well, are they judged by the size of the newspaper, or 
what is the qualification ¢ 

Mr. Wituiams. To be a daily newspaper, bona fide daily newspaper. 
We are delighted to have them all. But they have not all seen fit to 
join. There is no reason why they should not. 

But, I should say, generally speaking, all of the newspapers in the 
United States with over 100,000 circulation are members, or a large 
number of them are. 

Mr. Kier. In other words, that is not a qualification for member- 
ship, the fact that they have at least 100,000 circulation ? 

Mr. WituriAMs. No: we have one member, a small newspaper. with 
only 3,300 circulation. They must be a bona fide newspaper and have 
a daily circulation. We do not take weeklies or other types. 

Mr. Kier. How about a small newspaper such as the union papers, 
and the local papers ¢ 

Mr. Wiuuiams. Well, I do not know of any of them that are dailies. 
We are composed of dailies only. 

Mr. Kuri. If they are dailies, is there any reason why they cannot 
join? 

Mr. Witu1ams. None whatsoever. Up until recently, the question 
has been asked what would happen to the Daily Worker if they ap- 
plied. So far as we know, if they made application for membership, 
there is nothing in our constitution and bylaws which would prevent 
them from becoming members. 

Mr. Kierx. Now, I am very much opposed to any form of censorship 
and it occurs to me that, would not that be a subtle form, perhaps, of 
censorship, if any group had the power—let us say your association 
or even the Government for that matter—was in a position to allocate 
newsprint to individual newspapers? You would be very much op- 
posed to that as an association ? : 

Mr. Witztams. Oh, yes. You would hear us screaming. 

As to allocation, if you are familiar with World War ITI conditions, 
that was done on the basis of an order, LP-240, and that was on the 
basis of every newspaper being entitled to use a percentage of the 
newsprint it used in the year 1941 for net paid circulation. That is 
the secret or the trick. It was net paid. In other words, it could not 
have been a newspaper that had a circulation of, say, 10,000 and gave 
away 5,000 and get your additional 5,000. It was net paid. 

Where the censorship question did not arise is that amount of news- 
print goes to the publisher and he uses it to put on it anything he wants 
to. In theory he could have all comics or all in news, or anything, 
and that was to avoid any question of how it was used. He was given 
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the amount of white paper and then the publisher used it however he 
saw fit. 

Mr. Kern. So under that order, there was no possibility of, let us 
say, some Government official saying that “I do not want such and 
such a newspaper to get as much newsprint as they might be entitled 
to. They ought to get less,” for one reason or another ? 

Mr. Wixutams. None whatsoever. The only thing that they had 
was an appeal from Government orders, and I presume that that is a 
sound thing in a democracy, the appeal. A publisher could appeal 
from an order when he had something to appeal from. In other 
words, when a publisher sought to get additional tonnage feeling their 
base was wrong or needed widening—and some of those were sound, 
because you remember the year 1941, at the end of the year 1941 was 
Pear! Harbor and then we had this big migration to the Southwest 
and the Pacific coast for the airplane factories and shipyards, and 
those newspapers felt that they had a sound basis for getting some 
additional tonnage. We called that appeal tonnage. What you got 
on appeal tonnage was what you could prove to the appeal board you 
were entitled to have. Of course, the publisher who did not get it, 
did not know the formula that it was given by. But even that does 
not approach a form of censorship. 

Mr. Kier. Do you feel that that order that was in existence in 
World War IT worked out well, by and large, so far as the newsprint 
situation was concerned / 

Mr. Wititams. Yes, sir, and anticipating that something might 
happen in the future that we would have to have some form of ration- 
ing, we have, by inquiries and questions, inquired of everybody who 
had anything to do with the order—that is, the officials and the in- 
dustry, and the situation is that nobody has come up with a better 
method of handling newsprint rationing than order L—240 in World 
War IT as it finally wound up. That order was amended several times, 
in the light of experience. 

Mr. Kuiern. Let us goastep further. We are talking about possible 
censorship of some Government agency or some Government official in 
the allocation of newsprint. Let us take the possibility of a weekly 
newspaper which is not eligible for membership in your organization ; 
is that correct ? 

Mr. WituiaMs. Yes, sir. 

Mr. Kuiery. The small paper. 

Mr. Wuiutams. Yes. 

Mr. Kiern. Could you conceive of a case where they might have to 
come to a member of your association, a newspaper which I think you 
mentioned in your statement that has very large stocks—not too 
large—but with perhaps over a half million tons of newsprint in their 
own stocks, and a situation where by refusing to supply a small weekly 
newspaper, which may be a trade journal of some kind, or possibly let 
us say a left-wing organization’s journal—something that you might 
frown upon—can you conceive of a possibility of your refusing, or 
your membership refusing to furnish this smal] newspaper with news- 
print, so that in effect that would be putting it out of business? 

Mr. Wiuu1Ms. I testified to this. Let me say in the stringencies of 
World War II the Daily Worker ran out of newsprint, and we asked 
the New York Times to let them have enough newsprint to continue 
publication. Now, that is an extreme case. We felt, under a free 
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press and a free country, we had an obligation. It was a case of 
misshipment. 

Now, we have had cases repeatedly. As we came out of controls 
there was the idea of keeping on controls to take care of everything— 
we made the pitelise 1 say “we”—all of the associations: State, 
regional, and daily associations—and that included the National Edi- 
torial Association, which has weekly papers as members—we made the 
statement that we would not let any bona fide newspaper suspend 
publication solely for the lack of newsprint, and we made good on 
that and up until this hour no newspaper in the United States, bona 
fide newspaper—and there is a trick in that “bona fide”—there is no 
bona fide newspaper that has had to suspend publication solely for 
lack of newsprint. Some have suspended for other reasons. 

Mr. Kuern. That is the point that I wanted to make. 

Mr. Witurams. And I think we can stand on that within limits. In 
other words, right today, publishers are borrowing and swapping 
newsprint. Now, that does not mean that you can go on indefinitely. 
You just cannot do it. But we have been able to cope with every sit- 
uation that has arisen up to now. 

Mr. Becxworrn. As a matter of fact, in World War II, what was 
the general situation that characterized the weekly newspaper as to 
rationing, and so forth? 

Mr. Wiiu1ams. Order L-240 was on a quarterly basis, that is the 
way you figure, and so it provided that every newspaper would have 
allowed automatically 25 tons per quarter, or 100 tons per year. There 
is no small weekly in the United States that even remotely consumes 
that much. The way to compare it is the large number of people that 
are blanketed out from making an income-tax report because they do 
not earn so much. Therefore, any newspaper in the United States 
that consumed up to 100 tons was allowed 100 tons a year, 25 tons a 
quarter, without reporting or answering or anything. Then when he 
got beyond 100 tons it went into this graduated scale, and in the grad- 
uated scale, the best way to compare it, it was modeled on your present 
income-tax laws; that is, the larger your income the higher your sur- 
tax brackets were. 

Now, that was the method by which this order practically took most 
of the newsprint away from the larger papers, to assure this supply 
to the smaller papers. 

Mr. Kier. I just wanted to sum up by saying that I wanted to com- 
mend your association. My experience in the last war with people 
who came to me, who published small trade journals, weeklies, mostly, 
was the fact that the fight, if any, was with the Government, and not 
with the newspaper association. Iam glad to get your assurance that 
if it were necessary for a small newspaper to get some newsprint in 
order to keep on publishing that you would find some way of supply- 
ing it. 

Mr. WruitaMs. Yes; as a matter of fact, we have a form, if we get 
an inquiry from a Member of the House or Senate. Out of experience 
we can find that if we will ask that publisher that has complained to 
you, ask him a series of questions, when they are all answered it is 
very plain why he is in the predicament he is in, and we do not lean 
back to say if it is through his own fault, we do keep him going. There 
are some of these instances where we have found that due business 
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acumen was not exercised to assure himself, and, of course, credit is 
an element sometimes as to why you do not get as much as you want. 
But we have gone through this on the other occasion, and, so far as 
I know, up until this hour, there has not been a single instance of a 
newspaper weekly, daily, or regardless of size, that has not been able 
to get newsprint to continue publication. ; 

Do not mistake me. There are many of them that are not getting 
all they want, but they are getting enough to stay in publication. 

Mr. Priest. Mr. Chairman, I believe Mr. Williams answered, in re- 
sponse to Mr. Klein, the one question that I was very much interested 
in, and that was that in the event it became necessary for rationing 
of newsprint in the future, that an order somewhat like the order 
L-240 would be agreeable, and that it worked fairly successfully dur- 
ing the last emergency period. That was your answer? 

Mr. Witiiams. My way of answering it is that nobody came up 
with a substitute or an improvement on L-240, and we have sought 
that. We anticipated what might happen. 

Mr. Priest. Then one further question, Mr. Chairman. 

Has the ANPA, through any of its committees or otherwise gone 
into the question of any specific recommendations as to what we might 
do to alleviate a shortage condition that we face at this time? 

Mr. Witu1ams. What we are working constantly on is trying to do 
that. If we can find a project that is in varying degrees of probabil- 
ity, we then get busy with those people and locate newspapers that we 
think will make contracts. Now, frankly, we do not talk much about 
that publicly, because these projects sometimes can be blown higher 
than a kite if folks unfriendly to them do not like them, so we like 
to have them all signed and wrapped up before we say there is going 
to be another mill. 

Now, we are at work on projects, and there is one in Alabama, one in 
Arkansas, and one frankly, I think, is going to come into being in the 
far Pacific Northwest, and the Alberta project is coming along. We 
have problems there relating to the long freight haul, and there is no 
water there, but publishers are willing to make contracts, and, after 
all, the contract is the thing that makes it possible. I do not think 
any man with the millions of dollars required for investment would 
want to build a paper mill just on the off chance he could sell it. He 
could sell it right now, but whether he could do it later, I do not know. 
We are working on these projects, and there are one or two of them, 
frankly, that have reached the stage where they have approached 
RFC as a straight business proposition. 

Mr. Priest. That is all, Mr. Chairman. 

The Cuarman. The Chair would like to ask, Mr. Williams, for the 
purpose of clarification, one question. Do I understand you clearly 
to say that you do not think any additional legislation is necessary for 
ae? ag you have in mind? 

Mr. WiiuiAMs. No, sir; at the moment I do not think so. I ama 
little old-fashioned. We are hunting for newsprint, and trying to get 
more production, and I do not know of any legislation at the moment 
that could make that. I do think, as I stated, Mr. Chairman, that it 
is a very healthy thing, we feel, as users of newsprint, for this com- 
mittee to display interest, because some problems are going to arise 
that you will doubtless want to ask questions about later on, and follow 
up with. 
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The Cuamman. There is a letter here from a prominent newspaper 
publisher, and will the clerk please read it, or put it in the record ¢ 

Mr. Layton (the clerk). This letter is from the Scripps-Howard 
newspapers, dated February 6, addressed to Congressman Crosser. 


Dear ConcressMAN Crosser: Cranston Williams, general manager of the 
American Newspaper Publishers Association, has told me of your undertaking 
to hear from interested persons, be they producers or consumers, on supply and 


demand of newsprint. : 
It was my privilege to serve as Director of the Printing and Publishing Divt- 


sion, War Production Board, from October 1942 until June 1943. I served later 
as consultant to my successors until the WPB dissolved. During all of that time 
I found your committee most helpful and understanding. Without undue 
modesty, the Printing and Publishing Division working closely with Cranston 
Williams and newsprint producers in the United States of America and Canada 
were able to clear so-called distress cases of publishers so that their readers 
would be reasonably well served without undue hardship. 

It is too much to expect that you would recall me as a former Clevelander. I 
served as office boy when Bob Paine was editor of the Press and later as adver- 
tising salesman, advertising manager, and business manager, before I moved to 
New York as general business manager of Scripps-Howard newspapers. 

Ever since my removal from Cleveland I have read every issue of the Cleve- 


land Press, 

This is signed by William G. Chandler, 230 Park Avenue, New York 
17, N. Y. 

The Cuarrman. Mr. Heller is recognized. 

Mr. Hetier. Mr. Williams, just one or two questions. You might 
have touched on one of them. 

I would like to ask you if you can help me to understand how we 
account for the steady increase of Canadian production, and the de- 
crease in the American production. 

Mr. WituramMs. You heard the reference to the $40 price. When 
the newsprint prices were going donwn, there was a great expansion 
of Canadian industry, of newsprint produced, and that expansion 
was new mills, and they were lower cost mills than United States mills, 
because they were old, and as some of these United States mills, like 
Finch Pruyn, up in northeastern New York State, at Glens Falls, and 
others, went into the making of kinds of paper other than newsprint. 

Generally speaking, and of course tied into it, was the availability of 
pulpwood. am satisfied personally that we would not have seen 
this additional production in the United States that has gone over 
1,000,000 tons now a year, unless Dr. Herty and the pioneers on the 
pine tree could use the pine tree in the South. The answer was it was 
the economics of the expansion of the Canadian industry, being able 
to sell newsprint at their price, whatever it was, and compared with 
the United States general industry. And of course we had our con- 
servation problems, the problems of wood, and all of those factors. 

Mr. Hetrer. Did that expansion help, or was it helped with the 
capital of the American publishers ? 

fr. Wititams. You mean the southern mills? 

Mr. Hetter. I am talking about the Canadian mills. 

Mr. Wittiams. Some of it was; yes, sir. That is what I mentioned. 
In Canada, there were two mills that are owned and controlled by the 
Chicago Tribune, and the New York Daily News. There are several 
newspapers in the United States that have sizable investments in 
Canadian mills as stockholders. 

Mr. Hetier. Do you know the extent of such investment ? 














30 NEWSPRINT INVESTIGATION 


Mr. Wiu1aMs. Not in terms of dollars. I can get the information. 
It is a matter of public information. Now, let me put it this way; it 
is a matter of information that they are investing in those mills, and 
as to whether or not anyone knows how much they have put in them 
individually, and what their appraised value might be today, I do not 
know that that is available. ‘That would be under your SEC laws, and 
things like that. 

Mr. Hetier. Well, not only the investment of the capital am I in- 
terested in, but do we know the extent, or how many publishers, and the 
names of the publishers who have that interest in the Canadian mills ¢ 

Mr. Witu1aMs. Well, I would not want to try to call them off from 
memory. 

Mr. Hetxier. Are they available? 

Mr. Wituiams. Yes, sir. Now, you see, you can carry this to this 


point, Congressman. There are mills in Canada whose securities are . 


on the exchanges, you understand, and they can buy that stock. In the 
degrees of that, and as a matter of technical fact, they have just as 
much in proportion to what they own as if they had been in on the 
original building. So far as I know, there is no information available 
to the individual publisher that owns stock in a mill in Canada, but 
by and large, there are a few newspapers in this country that invested 
to make possible Canadian production. 

Mr. Hetter. I am just groping around for information, and I am 
trying to get familiar with this subject. In your opinion, if that same 
capital had been invested right here in the United States, could we 
have kept pace with the Canadian production ? 

Mr. Witut1aMs. I have doubts, because this is one thing they tell me, 
and that is in contrast to the use of these other things to make paper. 
There are three things you have to have to make newsprint, and you 
have to go where they are. The Lord laid out Canada, and they gave 
them trees and they gave them streams for waterpower, and they 
gave them citizenship that were interested in cutting pulpwood, and 
most of these mills are if not on navigable streams, they are on streams. 
Therefore, you have to go to the place where those natural things are, 
to my mind, because of the comparison in the size of the country and 
population and the growth. They were not available in the United 
States. That is in the proportion that Canada was a new country, 
so far as development in the beginning of this. Then they had those 
things that must be essential. We have had discussions, for instance, 
there is one project being talked about, some engineers say it is not 
feasible to go to Alaska, and let the company build the dams and make 
the electric power. You have to have a lot of power, and you must 
have a lot of water, and then the trees. There is one project that is 
being toyed with of cutting the trees in Alaska, and then bringing 
them down the inland waterway and bringing them down to Seattle 
or the Pacific Northwest, and process the logs into paper. 

Now, that is practicable because England, for instance, is a big 
newsprint producer, but does not cut a single tree in England. They 
bring her pulpwood in, or her pulp, from Scandinavia. In other 
words, we say they do manufacture it; but, as a matter of fact, all 
England does is to process. They bring the raw materials to the 
United Kingdom, and then produce the newsprint. 

Mr. Hetier. Thank you, sir. 
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Mr. Dottiver. I am interested in the technical process of making 
newsprint. You have alluded to the fact that large quantities of 
water are necessary. Do you feel qualified to describe the process of 
how it is done, making newsprint ? 

Mr. Wuazams. Well, I would feel, Congressman, if you are not a 
technical man, I think I could tell you. I am a layman, and I am 
not a newsprint producer. 

Mr. Dotuiver. You can very easily deceive me, I will say that. 

Mr. Wuu1amMs. What I am getting at, I would not want to start 
discussing it if you knew something about it. 

Mr. Dotxtver. That is the reason I am interested, because I do not 
know anything about it. 

Mr. Witu1aMs. In making newsprint, generally speaking, a cord of 
wood makes a ton of newsprint. That is the general rough rule. 

Now, you cut the tree and you grind it up into ground wood pulp, 
and that is nothing but the tree ground up, and then you add to it 
varying degrees of sulfite pulp, and sulfite is made out of ground wood 
and sulfur. You add the sulfite pulp to the ground wood in propor- 
tions that go all of the way from 10 percent to 20 percent, as a binder, 
to make this sheet, so that it will hold. 

In other words, 100 percent ground wood-pulp sheet would not run 
through fast presses at high speeds. 

Then it goes through one of these big, huge Fourdrinier machines, 
and when it comes out it is a big roll of newsprint, and that is the news- 
print. It is just a mixture of ground wood and sulfite. 

Mr. Dorxiver. Is there not a lot of water used in the process? 

Mr. Witurams. Yes. On the paper machine there is a constant 
stream of water running all through this machine, and I have seen 
them operating, and you must have the flow of water; and, as I under- 
stand it, I do not think that there is much of it used over again. The 
water comes in, and it is used through this, and it goes out through 
an outlet into the stream. 

Mr. Dotuiver. Well, it produces rather severe contamination, too; 
does it not ? 

Mr. Wittrams. There are varying types of contamination in the 
streams, and various types of paper. Almost all of the newsprint 
mills are located at sites remote from big centers of population. 
Therefore, I can see how the evolution of population and all is im- 
portant. Of course, there are laws about stream pollution and killing 
fish; and, as I understand it, they have made great progress. In fact, 
there is a new mill which has been built in Georgia that makes kraft. 
As I understand it, when the refuse comes out of the paper mill, it 
goes into a stream. They can pretty well purify that, I presume, 
basically, like our sewerage systems, of which in contrast to the old 
days you have the disposal that is not harmful. Of course, you can 
get around some paper mills, and there is an odor there that is very 
evident. It depends sometimes on which way the wind is blowing, 
and the amount of sulfur. 

Mr. Dotitver. You alluded in your testimony to the fact that down 
in Texas now they had managed to make wood pulp out of pine trees. 

Mr. Witt1aMs. Yes, sir. 

Mr. Dotutver. Would you elaborate on that idea, and tell us what 
the difficulty was, and why there is such a point made of that? 
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Mr. Witii1ams. The pine tree, first, it was said it could not be done; 
and, of course, you know there is a certain type of pine tree, like in 
south Georgia and Florida, that of which you get your turpentine out 
of, and that is the long leaf, and that is not used for paper making. 
There is a great amount of resin in pine, in contrast to spruce, fir, 
hemlock, and poplar, which are the trees of the northern United 
States and Canada. 

In the early stages of experiments with using the pine tree, there 
was a lot of gum and things that made it difficult, and they were 
whipped. One of the things was the age of the tree. Down South, 
with the pine tree, you do not build a huge stockpile for a year. This 
wood is cut and flows to a mill, and I should say in many respects the 
tree that is cut is doubtless put into paper in 30 days or 35 days. If you 
let it stay there too long, it deteriorates very rapidly. They whipped 
those things in being able to use the pine tree, eliminate the resin or the 
gummy factors, and they were done by chemists, of course; and, 
frankly, the Lufkin mill had a lot of those things to solve. They had 
some headaches the first year, because they had to find out by trial and 
error. Dr. Herty is responsible, I think, for the discovery that a pine 
tree does not give out resin unless it is injured or tapped or cut. There- 
fore, if you will cut the tree evenly at both ends, and take the bark 
off without injuring it at all, it will not bleed. He contrasted it to a 
human being, that he got along fine, and he had plenty of blood in his 
body, and lived to be a good age, but if you cut a vein or injure his body 
you would have a flow of blood. He applied the same thing as a profes- 
sional chemist, and it worked out; that if you did not damage the tree 
you did not get the same amount. The basic content was always there. 

Mr. Do.uiver. It was distributed ? 

Mr. Wiuurams. Yes. And, as I understand it, they had to do some 
things with their grinders—that is, these huge stones that grind it up— 
and that was a trial and error that was whipped, and it was whipped 
to the extent that the new Alabama mill just came in last year and it 
uses pine trees. 

They did not have the headaches that Texas had. 

Mr. Dotiiver. They learned from the Texas operation. 

Mr. WituraMs, Yes, and there was not anything secret about it. 

Mr. Do.tiver. I have one other question on a little different phase 
of this same thing. I think Mr. Ticoulat made reference to some de- 
inking plants where they have tried to reprocess the old newspapers, 
and now, will you tell us what you can about that? 

Mr. Wiuiams. There is paper made and experimentally run of 
virtually 100-percent de-inking. The difficulty has been that they have 
not yet come up commercially with the complete separation of the inks 
and the oils from this paper that has been used. You know your 
newspaper, the ink penetrates a great deal, and you get a paper just off 
the press, and your fingers are black, but if you will wait a few hours 
it is comparatively dry. 

Now, many of the telephone books—that is the reason they collect 
them, I assume you know that—they collect the telephone books and 
they go into a beater, and they are de-inked, and they make paper 
again, 

“Mr. Dottiver. That is a different quality paper than a newspaper. 
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Mr. Wut1aMs. It is a much lighter sheet, as a matter of fact. The 
newsprint is generally referred to as 32-pound; that is the general 
standard weight. 

Now, they have made very good acceptable paper out of de-inked 
newsprint by adding to it, and sweetening it up, if you please, with 
sulfite, or some ground wood. But the problem there comes in from 
a competitive standpoint. The waste paper is in the places of the 
biggest population. Therefore, it would be uneconomic to load a 
car of waste paper and carry it to northern Maine or Canada to use 
it again, if you were closer to the tree. I know of some publishers 
that are experimenting today in putting money into this problem 
of whipping the problem of making newsprint out of de-inked waste 
paper, and the chemists are working on it. 

One told me the other day that they had been able to make a labora- 
tory and separate this ink, and the other stuff. You understand, 
if you do not separate it, you have got some of the refuse with you 
when you start to make another sheet. They have made it in a lab- 
oratory, but when they did the same thing in sufficient quantities to 
run it through a paper machine they could not separate it. 

Mr. Douiiver. What is done then with all of this waste paper that 
is constantly being collected ? 

Mr. Wiiurams. That goes into container board primarily—that is, 
cartons—and, of course, there has been a great growth in the use of 
cartons. 

Mr. Dotxiver. That has not got to be white. 

Mr. WituraMs. No; and it is mixed with a certain amount of virgin 
pulp. Virgin pulp goes with it, and that is your cartons that the 
stores use, and you ship in, and all. 

Mr. Dotuiver. That does not have to be de-inked ? 

Mr. Witu1aMs. No; it just goes in. The troubles they have with 
it, and that are now coming, and you see our association in World 
War IT was a part of this Nation-wide waste-paper collection—now 
you run into the problem that, unless you segregate your waste paper, 
you can put that in, there are certain types of magazines and these 
glassine papers, and this stuff over a package of cigarettes; if you get 
it all mixed into one pot, they tell me you have just got a mess in a 
paper machine. Therefore, you have got to classify your waste paper, 
and that becomes a problem. Boy Scouts collect waste paper, and 
unless you can educate the community to put all of the magazines 
and tie them in one bundle, and all of the newspapers in another, and 
then the other types of things separated, you have trouble. You can 
do that. Ifyou put them all in one pot. you have collected some waste 
paper, generally speaking, but you have not helped the problem of 
using it, because it is not worth the labor to separate in these huge 
piles. 

Mr. Dotutver. Thank you very much. 

Mr. Beamer. Mr. Chairman, I wanted to ask a question following 
Mr. Heller’s suggestion, referring to the Canadian situation. I also 
observed that Canada is shipping so much more to Great Britain. I 
was curious if you know the reason for that? Is that because of in- 
creased demand or the devaluation of the pound sterling? 
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Mr. Wiixiams. It is merely a dollar proposition. You see, histori- 
cally, and in fact there are two or three mills built in Newfoundland 
and Canada with British capital. This was prior to World War IL. 
They were built with British capital, the idea being that British 
newspapers, Northcliffe and Beaverbrook, and those groups, would 
have this source of supply for their British newspapers. And they 
had contracts. But when the British Government would not clear 
the dollars for the purchase of that, and Canada required payment in 
hard money, Canadian dollars and United States dollars, and they 
could not pay for the newsprint that was available, so the Canadians 
then sold that newsprint to the United States, because we did have 
the dollars, and I do not know how long we are going to have them, 
but we had them and we have them up to now. 

That was the diversion in tonnage: and as I mentioned, historically, 
Canada has its oversea markets. They are very proud of them, and 
it is part of their over-all trade policy; that is, doing business with 
other countries. 

Mr. Beamer. Mr. Williams, you made one statement that attracted 
my attention. Dollars seemed to be available in larger amounts in 
Britain and other parts of the world and gold is flowing out rather 
rapidly, and might it be something of the favored-nation policy again, 
to affect your industry very seriously ? 

Mr. Wriu1aMs. I would not assume to say who has brought this 
about, but we do know it is a practical thing because the British Gov- 
ernment cleared more dollars. Now, where the British newspapers 
find themselves in a jam is that they did not get dollars in time to 
claim the newsprint that they were entitled to under these contracts. 
You see, these contracts lapsed between the British and Canada, be- 
cause Britain could not take delivery because they could not pay 
for it. 

Now, the picture is loosening up. We do know that they took 
pounds into Scandinavia, and are buying pulp there, because that is 
within the sterling area, but other parts of the world have not been 
accepting sterling. 

As we view it with a limited knowledge, it is an exchange situa- 
tion that has brought about this ability or desire of the oversea mar- 
kets. Australia and South Africa and others, and New Zealand, are 
all back into Canada with dollars, wanting to get more newsprint than 
Canada can deliver, because the Canadians went ahead and made con- 
tracts with United States consumers when they could not dispose of 
it elsewhere. 

Mr. Bramer. I think the answer is, it still presents a problem to 
your industry. 

Mr. Wuu1ams. We are greatly interested, and of course we do 
recognize that Canada has had a grand production record in news- 
print, and we recognize that Canada, as 1 term it, would want to re- 
turn to her historic markets, because, as I understand from my lim- 
ited knowledge of trade between Canada and others, Canada is a bi 
export nation, and newsprint is the largest single item in dollars of 
the Canadian economy and export. Then follows grain, and then 

there are some other things. Therefore, she must export, and if she 
exports around the world, she has got to buy from them. 

Mr. McGuire. Mr. Williams, I can tell from your dialog with m 
friend Mr. Underwood here that you two know each other fairly wall, 
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Mr. WiixtaMs. Yes. 

Mr. McGuire. And we feel we are very fortunate to have a news- 
paperman like him on the committee; and, in spite of the fact that 
his omniscience as a newspaperman perhaps dwindles into utter in- 
significance when it comes to his knowledge of horse flesh. I think it 
is a rare combination to have a newspaperman who has horse sense, 
and we are very glad to have him with us. 

Mr. Harr. With reference to this paper from pine, would that 
require a different type of machine from the other? 

Mr. Witu1aMs. No, sir; it is made on the same standard machines 
that are used. The machines are made by the same manufacturers 
that make all of the paper machines. 

Mr. Hate. In your testimony a while back, you said something 
about bona fide newspapers, and you said that there was some catch 
about that. 

Mr. Witu1ams. We make the distinction that we are responsible for 
the bona fide, and we term “bona fide newspapers” as established 
and having second-class mail privilege. There are certain require- 
ments to get second-class mail privileges, and we differentiate there 
because we do not feel that we have any great responsibility to share 
our newsprint to keep a shopping news going, or some publication 
that we call a throw-away, so the “bona fide” reference comes to the 
fact that it must be an established, bona fide newspaper with second- 
class mailing privileges; and, while as you know the laws vary in 
various States as to the recognition of a newspaper for legal advertis- 
ing, we do not go into that. The mere fact it has got second-class 
mailing privilege, it has got to maintain certain basic requirements 
as to its quantity of paid circulation. 

Mr. Hate. 1 wanted to ask you about Canada. All of these figures 
that are given for Canada include Newfoundland; do they not ¢ 

Mr. Wru11aMs. Starting in January of 1950, now, we no longer sepa- 
rate Newfoundland. It is one of the Provinces of Canada so they all 
total Newfoundland and Canada. 

Mr. Hare. Roughly speaking, the Canadian production is about 
five times ours. 

Mr. WituiaMs. Yes, sir. 

Mr. Hate. And you say the reason for that is simply that they have 
more trees and more natural resources ? 

Mr. Witu1ams. They have got the natural resources in contrast to 
us, and. that is what has brought it about, and another thing is that 
with the Great Lakes, and on the northern side, and in the St. Law- 
rence River, you have got available transportation, and many pub- 
lishers use water transportation. 

Mr. Harz. Now, near the foot of page 3 of your statement, you say, 
“Production in the United States in 1950 was 1,003,597 tons, the first 
time since 1940 that United States production passed the 1,000,000-ton 
mark.” 

infer from that, or I must infer from that, that the production was 
high and then it slumped off, and then it picked up again. 
_ Mr. Wiii1ams. It declined after 1940. But my general knowledge 
is that there are a number of mills in the United States today that are 
not producing newsprint that were originally newsprint producers. 
They went into other types and grades of paper, and that brought 
about the slow dropping of our total newsprint production in the 
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United States. It reached the point in 1940 that that total went 
below 1,000,000 tons and went down to, I think, 700,000 tons, was the 
low point, approximately. 

Mr. Ticoutar. I have the figures here, if they are of interest. 

Mr. Hare. Now, it is more attractive for the producers to make 
glossy paper, and so on? 

Mr. Wittiams. Yes, and I think also it is somewhat like, for in- 
stance, when they take the transition of the textile business in the 
United States. As new mills were built with newer things and all, 
presumably they were lower-cost mills, and it made it more difficult 
rsa the older mill that was not brought up to date to compete with 
that. 

Now, generally, there are a lot of different factors that made it hap- 
pen. But, generally speaking, the expansion of the Canadian indus- 
try, making a good sheet of newsprint, was so rapid and so fast that 
the owners of United States—not all but many United States news- 
print manufacturers—decided they would still stay in the paper busi- 
ness but make a sheet other than newsprint. 

In Maine you have the refreshing example to use of a mill of the 
Great Northern, the largest producer in the United States, over 300,- 
000 tons, that was built for a newsprint mill, some fifty-odd years 
a omang it was their policy to stay in the newsprint business re- 

ardless. 

Mr. Hate. The Great Northern has been completely faithful to the 
newsprint industry. 

Mr. Wiuu1aMs. They started out as newsprint producers and they 
are still newsprint producers, and are expanding their production. 

Mr. Hate. That is one of the questions T wanted to ask you. Do 
you think that the newsprint trend is likely to continue upward in 
this country ? 

Mr. Wiiu1aMs. Yes, sir; it is our feeling in the newspaper industry 
there is nothing to indicate that we will not have a slow—I say “slow”; 
it is healthier if it is slow—but a substantial growth in newspapers 
and in circulation. They have shown a steady growth all of the time. 
We feel that there is nothing to indicate that we have reached the 
peak, and there is not any reason we should start down. 

Mr. Harr. Do you anticipate a situation will ultimately prevail 
in which if some people wanted to start a newspaper they would be 
able to do so? 

Mr. Wit11ams. I do not think there is any doubt about it. A year 
ago there was a slump in this situation, the first 3 months of 1950. 
Canadian production was not up to capacity, and that is because 
there was a slowing up in use. There was an opportunity as late 
as 10 months ago, if a man wanted to go in the newspaper business, 
to make a contract for newsprint. 

Mr. Hate. One final question. In your testimony you made some 
reference to an order L240. 

Mr. Wriusams. Order L-240. All of the WPB orders in World 
War IT that were limitation orders carried the letter “IL,” and 240 was 
the particular order that referred to the limitation on the use of 
newsprint. 

Mr. Hate. It was simply a WPB order that limited the amount 
of newsprint? 

















eo al aes Cea eeraN eRe SY 







6 Ne 










aoe wees 


Snipa: 


wa ee 








é 
4 
i 
4 
x 





ce 


VO utOapenity ie 


DUES Bin 


SR At aR ve PF 





NEWSPRINT INVESTIGATION 37 


Mr. Wittiams. Yes; the amount of newsprint a newspaper could use, 
based on a base period, and the base period happened to have been 
the year 1941. And it first started out with a slight cut. I have for- 
gotten the first one. You could use only 95 way of your base. 
And then as the war went on, and things got 7 I have forgotten 
how low it got. But that was the way it was. You had a base period, 
and then you were permitted to use 95 percent, and then as things 
got tighter, you were permitted to use 90 percent, and then 85 percent. 

Mr. Hate. It was not a limitation on production, but it was a limita- 
tion on use by any given newspaper ¢ : 

Mr. WILLIAMs. That is ee ry and of course the reason production 
was affected on newsprint was that there was only a certain amount 
of wood available, and then we had the nitrating pulps for explosives, 
and all, and the Government called for a great deal of pulp. In the 
last year they worked out this carton to ship food to the soldiers, 
and you can drop them off an LST, and they are waterproof. The 
interesting thing about that on waste paper is that there is some- 
thing that is put around this in the way of a material that you cannot 
use that back again for waste paper. In other words, it would mess up 
the paper machine. But those were the problems. 

There was only so much wood, and that was divided and it brought 
about the limitation orders because of the need for using other kinds 
of things. 

Mr. Hate. You would not anticipate there was any immediate likeli- 
hood of necessity for a similar type of order, would you ? 

Mr. Wiriu1aMs. No; with these figures and statistics, it is true they 
are so close that vou do not feel comfortable, but our feeling is, looking 
as of this month, for the year ahead, with a difference of 130,000 tons 
involved in 6,000,000 tons, there is a small amount that would not 
justify anything we see. It is only the factors that were mentioned 
yesterday that could arise as to sulfur, and other things, to curtail the 
amount that could be produced. 

Mr. Hate. Thank you very much. 

Mr. Hesevron. I have one further question, Mr. Williams. I forgot 
when I questioned you before, but as I remember it, in one of your 
bulletins there was reference to prospective cut-backs in sulfur. 
There was a report of the newsprint mills using sulfate, and I think 
that that comes from salt cake. 

Mr. WiuiaMs. Yes, sir. 

Mr. Heseiton. Now, is there any reason why other mills could not 
resort to that, as an alternative? 

Mr. Witi1aMs. Well, that would take an expert to answer that. 
The Texas mill and the Coosa River mill use sulfate, but as I under- 
stand it in the set-up of the use of sulfite it requires a different kind of 
machinery, and all of it, making sulfite paper. If you changed your 
process you would have to put in entirely new things, if you used 
sulfate. ; 

Mr. Ticovtat. You would have to dismantle your old pulp mills 
and build new pulp mills. 

Mr. Hesexrton. I see. 

Mr. Beckwortn. Mr. Williams. you mentioned a time or two about 
the boxcar shortage affecting at least at times the supply of news- 
print. What is the present situation about the boxcar shortage in 
Canada, and our own? 
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Mr. Wriu1aMs. It is desperate. 

Mr. Becxworru. As far as newsprint is concerned ? 

Mr. Wiu1iaMs. It is a desperate situation, and it has been made 
worse, of course, by the recent strike. The figures for last week with 
that were that there was an adverse car balance between the United 
States and Canada of over 15,000 empty boxcars. In other words, 
by that I mean that there are 15,000 more Canadian boxcars in the 
United States than there are United States boxcars in Canada. 

Now, there is an order in effect by the American Association of 
Railroads, which as you know is functioning under the Interstate 
Commerce Commission, which directs that all Canadian boxcars be 
loaded, headed toward Canada. If not loaded, they should start back 
empty. They are prepared, they tell us, after this strike clears up, 
that if the situation does not improve, to direct the railroads to return 
those boxcars empty to Canada. 

Now, the reason it is so important that the normal production of 
newsprint in Canada is not based on a great amount of storage space. 
They must move out fairly promptly that which they make, because 
they cannot run. Therefore, if they cannot move it out, they have to 
shut down. 

The Canadians did a grand job last fall in their own railroad strike. 
We did not lose one ton of newsprint production in Canada due to the 
strike there. But the difference was the weather. They made news- 
print in August and stored it out in the open with tarpaulins on it, 
and there was hardly a rain or anything during that period. That 
is of course something different from February, with snow and weather 
conditions. They used open storage, and they did not have the 
covered storage space. So we have newspapers this week that have 
had to eliminate all advertising to continue to publish, because their 
newsprint has not been coming in fast enough. 

Of course, right now they tell us that the Canadian Pacific and the 
Canadian National Railroads are having to send some 5,000 boxcars 
immediately to western Canada to begin the grain movement, and the 


same type of boxcar used to ship grain in is also used to ship newsprint. 


It is not every boxcar that you can use. 

Mr. Beckwortu. When you have increased production, in a given 
mill, who gets that increase in production; it is conceivable that the 
increase in production might not help Mr. X out yonder who is in the 
greatest need. Who get it, or who takes the cut, if there is a decrease? 

Mr. Witiiams. Well, the publisher that happens to be so fortu- 
nately situated from his standpoint with a contract with a mill that 
can increase its production, the mill usually offers it to all of its 
customers proportionately, and if it is a cut, the customers of that 
mill get the cut. We have had several Canadian mills that have 
notified the publishers that they need not expect in 1951 the minimum 
tonnage in their contracts, and as much as they got in 1950. So it 
falls individually on which mill you happen to be buying from 
whether you can get some more or get less. 

Mr. Becxworrnu. Like some of the others have said, having worked 
with you as some of the members of this committee did back during 
the time when the committee was in being before, we certainly have 
deep appreciation for the very fine storehouse of information which 
you are able to make available to us. I have the hope that working 
together, as all of us did before, government, industry and the associa- 
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tions, that we shall be able to take care of whatever problems do 
arise. The situation, however, is real, and there is nothing imaginary 
about it. 

Several weeks ago I received a little newspaper called the Alba 
Reporter, and it is a small newspaper from my district. The head- 
line says “Paper rationing may bring on subrationing,” and the very 
fact that he had received a letter indicating that he could not get any 
more paper than he had been getting for some time previous to the 
date that he got his letter is evidence that the same problem which 
we did definitely face in World War II are coming to the forefront 
again, and there is no question about that. I do hope that, as I sug- 
gested, working together we will solve them as they arise. 
~ Mr. Wiutuirams. Thank you. 

Mr. BeckwortH. The next witness is Mr. Charles E. Moreau, pub- 
lisher of the Bloomfield Independent Press, at Bloomfield, N. J., and 
he is representing the National Editorial Association. 


STATEMENT OF CHARLES E. MOREAU, CHAIRMAN OF THE NEWS- 
PRINT COMMITTEE OF THE NATIONAL EDITORIAL ASSOCIATION, 
AND PUBLISHER OF THE BLOOMFIELD INDEPENDENT PRESS, 
BLOOMFIELD, N. J. 


Mr. Moreau. My name is Charles E. Moreau, and I publish weekly 
newspapers in New Jersey, and have been chairman of the National 
Editorial Association newsprint committee for several years. 

The National Editorial Association has a membership of about 4,500 
weekly newspapers, and about 500 small daily newspapers. Mr. 
Williams has covered the newsprint situation so thoroughly that all 
I want to do is briefly amplify how a period of shortage affects the 
smaller newspapers. 

The National Editorial Association is naturally concerned about a 
situation that may develop into an actual shortage. It has in its 
membership many very small newspapers, and in past periods of 
scarcity they have been the newspapers to have the greatest difficulty. 
Obviously their bargaining power, and their financial resources could 
not compete with the large metropolitan newspapers if a scramble 
for a short supply should develop. The larger newspapers, includ- 
ing the larger weeklies, in most cases have direct contracts with news- 
print mills. They suffered the least in the period of shortage during 
and after the last war because the mills, though not giving them 
all the paper they might have liked, at least treated them propor- 
tionately. Some smaller weeklies have contracts with jobbers or 
middlemen and some of the smallest just buy from hand to mouth. 

During the last period of shortage, some jobbers succumbed to the 
temptation of diverting paper to the more profitable black market, 
at the expense of former customers, and in some cases newsprint mills 
changed over to the manufacture of more profitable types of paper, 
or were bought by large dailies or magazines for their exclusive use, 
thus causing serious situations for publishers whose supply was cut 
off or reduced. 

_ These situations occurred after the controls were removed, follow- 
ing the Second World War, when order L-240 was removed from the 
industry. The NEA newsprint committee made continuous efforts 
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during this period to persuade jobbers to treat all of their regular 
customers uniformly and proportionately, and it was able to persuade 
a few of the manufacturers to bring pressure on the jobbers who 
bought from them, toward the same end. 

To a limited extent we have had to begin our efforts all over again. 
Some jobbers are advertising newsprint at black-market prices, two 
or three Canadian manufacturers have notified American customers 
that they will have to reduce their newsprint shipments 10 to 40 per- 
cent in order to take care of British contracts since Britain now has 
more dollars available, and one big daily recently bought an interest 
in a newsprint mill. The mill then notified a jobber of a reduction 
in paper available to them, and the jobber cut off about a dozen week- 
ly customers in Connecticut and Long Island. Since that time the 
daily has relented, and assured these weeklies that newsprint will be 
made available to them through 1951. Where they will find paper for 
1952 remains to be seen. 

It only requires between 75,000 and 100,000 tons of newsprint a 
year to supply all the 9,000 weekly newspapers of the country com- 
pared to the millions of tons used by the big dailies, but if the present 
precarious balance is upset, even this relatively small amount of 
paper may not be available to these weeklies. 

[y committee does not feel that rationing is required at this time 
and might not be needed, even if the shortage grew worse, if a way 
could be found to “freeze” the present distribution. Every publisher 
1s getting along pretty well with the amount of paper he is now get- 
ting, but this will not be so, if any more cases of diversion such as 
described above occur. I wonder if it might be possible under war- 
time emergency powers to issue a directive to newsprint suppliers 
that they may not divert newsprint from their present customers to 
other more profitable customers unless they have first found a new 
source of supply for their former customers. 

I would be glad to answer any questions. 

Mr. Kuern. Mr. Moreau, have you heard the questions I asked Mr. 
Williams a little while ago? 

Mr. Moreav. Yes, sir. 

Mr. Kern. You may be in a better position to answer some of 
them. This question that you just touched on, the last sentence of 
your statement, unfortunately we do not have a copy, but you talked 
about the diversion of some of the newsprint. There is a question 
of diversion from the smaller newspaper publishers of this country, 
and that applies not only to the weeklies, Dut I suppose to the small 
dailies, if there are any, which may not be members of the ANPA. 

Do you not agree with me that if there was such a diversion, that 
that might be an effective way of getting a competitor out of business, 
whether it is a form of censorship or not, by refusing to give him the 
amount of newsprint that he needs to publish his paper, and you 
effectively would be stopping the publication of his paper. Is that 
not correct ? 

Mr. Moreav. Well, it never was carried out by any newspaper. It 
came about by jobbers finding more profitable markets. 

Mr. Krern. I am not blaming anybody. 

Mr. Moreau. No newspaper denied another newspaper newsprint. 

Mr. Kier. No; I am not blaming anybody, but I am wondering 
whether the possibility remains for some form of control, either over 
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the editorial content or the news publication—that there is that con- 
trol. There is that possibility by some control over the supply of 
newsprint. bee 

Mr. Moreav. No; I cannot see that there is, because it is not exer- 
cised by anyone who would be interested in such control. 

Mr. Kier. Well, now, who are you talking about when you say that 

ou would like a directive, or you thought a directive might be advisa- 
ble to newsprint suppliers that they might not divert newsprint from 
their present customers ? 

Mr. Moreav. The suppliers are middlemen and they are merchants 
who buy newsprint, and also job printing papers from manufacturers, 
and sell them to their various customers. 

Mr. Kier. What would cause a diversion by them? 

Mr. Morrav. Because they got a higher price in the black market 
from some other customer who was willing to pay a premium, and in 
the period of the last shortage most of the newsprint manufacturers 
at first claimed that they could not interfere with that, and that they 
had sold the paper to the jobbers, and they could not control what the 
jobber did with it. A few of the manufacturers felt otherwise and 
warned these jobbers informally that if they did not continue to sup- 
ply their regular customers, when their contract with the mill ran 
out, the mill would not be interested in renewing it. And the National 
Editorial Association Committee tried continuously to persuade all of 
the manufacturers to adopt the same policy, to keep the paper going 
to all of the regular customers. 

Mr. Krery. You are not talking now about supply and demand, I 
suppose if there is a shortage of newsprint, and one newspaper, let 
us say, bids more than another one, you would not say that we ought 
to have a directive which said that you could not supply the fellow, 
or you could not stop supplying your present customer, because you 
were offered some more money. 

Mr. Moreav. Practically 100 percent of newsprint is manufactured 
under contract, and it all goes to regular dailies or large weeklies or 
merchants. 

Mr. Kiern. When the contract expires? 

Mr. Morgav. When the contract expires, the mills have been uni- 
formly fair in renewing those contracts with the existing publishers, 
unless there is a matter of credit, or some other reason. 

Mr. Kern. I do not understand what you are referring to here 
when you fear some diversion of newsprint. 

Mr. Morrav. A big daily just bought a stock interest in the St. 
Raymond Paper Co., and the paper company notified a certain jobber 
in New York City that it had been selling paper to, that when his 
contract ran out they would not renew it. So the jobber had to pass 
that notice on to weekly newspapers that he had supplied paper to. 
When the seriousness of this was brought to the attention of this 
daily newspaper, and that it might result in a demand for rationing or 
some other control, that the newspaper industry generally does not 
want, the daily told the mill that it should go ahead and supply paper 
to this jobber, and it will be sold to the weeklies for the rest of this 
year. It has not made any promise beyond 1951. 

In the past period of shortage Time Magazine bought a newsprint 
mill in Maine that produced 100,000 tons of newsprint, and changed 
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it over to manufacturing magazine paper. Well, it caused a ver 
serious situation for newspapers that had been supplied by that mill. 

Another serious shortage arose in New York during that past period 
when a jobber that handled a large amount of paper that largely 
went to big printing plants in New York, turning out trade papers and 
labor papers, and so forth, sold that paper for a very high premium 
to the Miami Herald, and all of these small customers in New York, 
who largely were dealing with a printing house, were out of luck. 

Mr. Kern. I agree with you that we ought to do something to pro- 
tect the small initia but I cannot see how we can have a directive 
where what you are dealing with here is more or less supply and 
demand. As Mr. Williams pointed out, a newspaper publisher might 
buy into a mill, and he does it for the same reason that United States 
Steel would buy into a coal mine, because they want to assure the 
source of supply. You cannot blame them, and that is ordinary busi- 
ness. If it were done for the purpose of putting another fellow out 
of business, that is something else again. How are you going to stop 
them? This is legitimate business. If I can get more from somebody 
else than I can ge from you, why should I be stopped from selling it 
to that other person, and I would like to get your ideas on the so-called 
directive. 

Mr. Moreav. Perhaps they can. Perhaps you cannot do anything 
about it. But this is the thing, if it goes on, this diversion, this com- 
petition between the people that do have the big bargaining power 
and the big money, to buy up mills or pay a premium to jobbers for 
their paper, that will hurt the little fellows, and they are the ones who 
cai make an outcry, such as we had before, and this I think would 
result in going back to some form of rationing like L-240. 

Mr. Kuern. Does your association have any dealings with the 
ANPA? 

Mr. Moreav. Yes; we are very friendly organizations. 

Mr. Kuern. Have you ever talked to them about this question of 
some directive of this kind that you referred to? 

Mr. Moreav. No. 

Mr. Kierx. Do you have any views on that, Mr. Williams? 

Mr. Wituiams. Not on this particular point, Congressman. The 
National Editorial Association and our association have always 
worked together. Ifa complaint comes to them of something that has 
happened to a small paper, we then get busy to try to take care of the 
particular problem that has arisen, and the babies we work on are 
the State associations. 

For instance, a complaint comes in that involves a paper in Min- 
nesota, for instance, and we take it up with the Minnesota Press 
Association. We go on the same theory that the draft board does, 
that the local draft board knows more about what is going on with 
respect to how this thing happened. So then we get the facts, and as 
I said, we have a form, and if you want it for the record, we have a 
form that we used to send on each complaint, and when those questions 
are answered, we think that the story is pretty well told, and then 
based on that we decide what to do. 

Mr. Beckwortnu. Without objection, it will be made a part of the 
record. 
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(The information referred to follows :) 
Please Fill Out and Return to 
AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION 


370 Lexington Avenue, New York 17, N. Y. 


ep PR DR ARE te cle eR Re ay Aa! 
hh A Rie Beak Le Lae ESD ote eens Lares ee eS ee ee 


. Paid circulation : 


ES en eee ne eee ee eee 
| aes el tele AS Nite SIEMENS § Weekly —-_----~ oS 


. Pp resent source of new en RC APS Lea ip irae eT SR ph ee 


(If purchases are through jobber, please advise name of mill supplying him) 


. List other than regular source of newsprint supply, if amy _--_..___._____--_- 


- Do you have contract with mill or jobber? ........._______________________ 
Se 2. 3 | For what amount? _-___----__-__-__ 
. Is newsprint needed in addition to regular supply? ~._---- See Se 


(a) If so, why is additional newsprint necessary? _--._.___.__._-___--______ 


. What efforts have you made to meet your situation? _...--______...______ 


(a) Contacted other sources of supply ? OS SY SS eR eis Be Re 
(b) Contacted regional or State association? _--._._-.__--_-_--_-- 
(c) Requested additional newsprint from regular source? _--_.-___________ 
(d) Reduced unpaid content? ___--_ When and what percent over previous 


| aR eh ote Be TC ER Re IR LE Se EE RECEP 8 oe ae eee ES Pe Ee 


(e) Reduced paid content? _._-___. When and what percent over previous 
ope pe iattente i Se SR A Cee Ie ae neni ee” <a nee a a a ee, Se 


11. How much newsprint oe a hh ER A ie 1S EE EL ee 
13... Bow. mach: newenrint new on hand? ... 2... se 
De... Se TRE: ET, TRG Bich cc eiintp picdinibcinintmnwies 
I ERIE ALES ET SS SES SP Nae ee ay an paren 
(b) By reducing size?________-- Sonat te ot a Nn epee cay eae Ser RETA 
ge LES ae ee 
Be ER SE RSS) OE ae a ena ae eee ee eee 
(b) What proportions of half, quarter or other small rolls could you use? 
15. What future deliveries of newsprint are expected?__......____-____-_-__ 
jj 4 pees fe tes ae ee ” . 5 Ae eee 
16. What was average monthly comsumption in 1949?________ Iu 1900?......... 
(a) For newspaper only ?___.--------__---_- Pet job shop?............... 
(6) If any months show great increase, please explain?_._..--.____._________ 
17. Do you publish any other newspaper?____-....--__._---______-_____ 
(a) Name and place of publication__........-.~..-..._--...._ AL a 
Ca IMIG Bottle ae me 
(c) Paid circulation in 1949__--__--__-___ I Te eae ree eee s 
Free circulation in 1949_.___--_--____ es ee ee 
(Please attach copy of Government sworn circulation statement ) 
(Name of newspaper) 7 
(City and State) 
By 
(Title of executive making re quest) “Dy 
eGR Soe eo SE nad gD hh ih he rere tone 
3 80176—51—pt. 1—_—-4 
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Mr. Kuixrn. That is not what I was talking about, the case that has 
been mentioned here. 

Mr. Moreau. The ANPA is the one that persuaded this big daily 
to take care of the weeklies, and on the whole the big dailies have been 
very generous to the smaller papers. In the matter of L-240 that was 
referred to in the past period of control, the weeklies were pretty 
largely exempt from it because very few of them used 100 tons a year. 

Mr. Kern. I appreciate that there is no dispute between these two 
associations, and I just wanted to pursue just a minute further this 
question of the possibility of a big newspaper buying up available 
sources of newsprint. 

Mr. Moreav. That is what we fear. 

Mr. Kier. You know that they will give it to you for this year, but 
you do not know what is going to happen for next year. 

Mr. Moreau. That is what we fear; that happened last month, may 
happen this way again. 

Mr. Kier. Do you feel that you can always work it out between the 
two associations ? 

Mr. Moreau. No; not in the long run, not if the control of the 
sources of supply are going to fall into more and more big hands. 

Mr. Kuern. It seems obvious to me that the newspapers, the bi 
newspapers, can afford to buy into these suppliers, and thus the vt | 
papers will not be able to get any paper. ‘That is all, Mr. Chairman. 

Mr. Beckworrn. Mr. Heller, do you have a question ? 

Mr. Hetter. In view of your prepared statement, which admits that 
there has already been diversion by the jobbers, and this advertising 
at black-market prices, I cannot reconcile your statement to Mr. Klein 
that rationing is not the way to cure it. 

Mr. Moreav. Well, I do not think it has been serious enough up to 
this point to require rationing. The case of the Connecticut and Long 
Island weeklies has been solved, and the newspapers that were cut 
down by Canadian mills because they had to send a certain amount of 
their paper back to their British customers, have found enough paper 
to get along from other sources. The situation is in delicate balance 
where if these things continue or become more intense then rationing 
will be necessary again. Out of the 9,000 weeklies in the United 
States, I have not heard of but maybe a couple of dozen that have had 
any trouble, and that was for various reasons. 

Mr. Hetier. Would you not now apply the rule of an ounce of 
prevention being worth a pound of cure, and would not that be the 
salvation at the present time ? 

Mr. Moreav. I do not believe that I have an opinion on that. It 
does not seem to me it is necessary yet. There is some slight indication 
that this condition may resolve itself, because advertising lineage has 
been down in January and February for many newspapers in the 
United States, both weeklies and small dailies, and as soon as their 
business is down, they use less newsprint. It may be possible that 
recently ey, genre in the United States is leveling off. 

Mr. Heuer. Do you not think the publishers and the jobbers and 


all of the other people from whom the paper is procured, which event- 
usually gets to you, should have some kind of an agreement, even if 
not under a rationing agreement, to prevent diversion from its present 
customers ? 

Mr. Moreav. You mean they should do it voluntarily? 
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Mr. Hetter. Well, yes, to show what their actions will be in the 
future. 

Mr. Moreau. My committee tried to persuade the newsprint manu- 
facturers to do just that during the last period of shortage, after the 
Second World War, and as I say, two or three of them did a wonder- 
ful job of policing their jobbers, and when they had an increase in pro- 
duction, they spread it uniformly over all of their customers, and some 
of the other newsprint mills did not do that, and they gave it to some 
of their most favored customers. We cannot control them, of course, 
the Canadian manufacturers, in what they do in these respects. 

Mr. Heiter. When did you offer this policing plan, after the Sec- 
ond World War? 

Mr. Moreav. After the controls were removed, that is when the 
difficulties with the small papers arose. 

Mr. Heiter. Don’t you think that this is the proper time to institute 
such a policing plan, rather than wait until some of these fellows are 
out of business? 

Mr. Moreau. Well, maybe I am a little bit illogical, but I somehow 
do not feel that rationing is needed yet. 

Mr. Hetter. All right. Thank you. 

Mr. Hesevton. Mr. Moreau, how many weeklies would you say there 
are in the United States? 

Mr. Moreav. About 9,000 in the United States. 

Mr. Hesevton. How many dailies? 

Mr. Moreau. About 1,700. 

Mr. Hesetton. What is the relative consumption ? 

Mr. Moreav. About 65 huge dailies use something like 80 percent 
of all of the newsprint in the country, and the rest is divided up among 
the small dailies and commercial printers and the weeklies only use 
75,000 to 100,000 tons a year, which is a few days’ supply for some of 
the big dailies. So what the small publishers need is so very small out 
of the total that it should be found. 

Mr. Hesevton. What are these contracts that you speak of? Are 
they between the newspapers and the jobbers, or the newspapers and 
the newsprint manufacturers ? 

Mr. Moreau. Well, most of the large weeklies and the dailies have 
their contracts directly with the manufacturers. The smaller papers 
have a contract with a jobber. Some of the very small weeklies buy 
from hand to mouth. 

Mr. Hesevron. How many jobbers are there, do you know? 

Mr. Moreav. I have no idea; not very many in the country as a 
whole. 

Mr. Heseiton. Now, in answer to a question Mr. Klein asked you, 
you made some reference to the black market. Is there a black market 
in operation as far as newsprint is concerned ? 

Mr. Moreau. Well, I do not know exactly what the word “black 
market” means since there are no controls, but the standard price for 
newsprint in New York is $160 a ton, and there is some paper being 
advertised for sale, very little, for somewhere around $200 a ton. 

Mr. Hesetton. Who is doing that advertising, the jobbers or the 
manufacturers ? 

Mr. Moreav. The jobbers. There are no manufacturers making 
such offers. 
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Mr. Hesevron. Has that been true for some time, or is it something 
new ? 

Mr. Moreau. Exactly a year ago there was a surplus of newsprin 
so there was no premium. Last summer it became tight again, an 
then you began to see these ads offering it at premium prices again. 

Mr. Hesevton. And that is current today, too? 

Mr. Moreav. There is not very much of it available no matter 
what you want to pay. 

Mr. Hesertron. That is all, Mr. Chairman. 

Mr. Hetier. You just stated to Congressman Heselton that you do. 
not know what “black market” means, and yet in your statement you 
say some jobbers are advertising newsprint at black market prices. 
Now, is that a fact ? 

Mr. Moreav. Well, I think “black market” means when there are 
wartime controls in existence, and someone is trying to evade them. 
We do not have any newsprint controls in existence now, so I assume 
the term “black market” is not exactly the term that should be used. 
If you have a contract with a mill, you can get newsprint for $106, and 
if you do not have a contract, and try to go out and buy it on the open 
market, you have to pay much more than that. 

Mr. Heiter. Well, is it not far above the normal price? 

Mr. Moreav. Far above the normal price, yes. 

Mr. Becxwortu. Is that all? 

Mr. Moreav. Yes. Thank you, sir. 

Mr. Beckworrn. The next and final witness at this sitting is Mr. 
Vernon L. Tipka, in care of the Newsprint Service Bureau, 342 Madi- 
son Avenue, New York, N. Y. 


STATEMENT OF VERNON L. TIPKA, SECRETARY, NEWSPRINT 
SERVICE BUREAU, NEW YORK, N. Y. 


Mr. Tiexa. Mr. Chairman, I am Vernon L. Tipka, secretary of the 
Newsprint Service Bureau, New York City. 

Since 1945 North American newsprint production has increased 
45.5 percent. 

In the case of the Canadian producers, newsprint production 
increased from 3,592,000 tons in 1945 to 5,279,000 tons in 1950; an 
increase of 47 percent. During this same period, the United States 
mills increased production nearly 39 percent, from 724,000 to 1,004,- 
000 tons. This represents a combined total increase, within a span 
of 5 years, of 1,967,000 tons. 

The urge to increase newsprint production was also apparent in 
each of the Scandinavian countries considered as major newsprint 
producers. From the year 1945 to and including 1949, Finland 
increased its newsprint production 243 percent (123,000 to 422,000 
tons) ; Sweden increased about 52 percent (229,000 to 345,000 tons) ; 
and N potest 200 percent (60,000 to 181,000 tons). 

During the past 5 years newsprint consumption has increased from 
49.8 to 78.4 pounds per capita; a per capita increase of 57 percent. 

Do you have any questions? I will try to answer them. 

Mr. Becxwortn. Mr. Tipka, exactly what is your association or 
organization ? 

Mr. Tirxa. I am glad you asked that question. The Newsprint 
Service Bureau is strictly a statistical gathering organization. 
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Mr. Beckwortn. Composed of whom? 

Mr. TreKa. Newsprint manufacturers within the United States. 

Mr. Becxwortu. I did not quite understand that. 

Mr. Tirka. It is newsprint manufacturers within the United States. 

Mr. Beckxworru. Newsprint manufacturers within the United 
States. 

Mr. Tiexa. That is right, Mr. Chairman. 

Mr. Becxwortn. Are most of them members of your bureau? 

Mr. Tiexa. No, sir, I would say about 50 percent. 

Mr. Becxworrn. You represent about half of them? 

Mr. Trrka. Yes, sir. 

Mr. Beckworru. Are there any other questions ? 

Thank you so much. 

As I recall, Mr. Ticoulat, you had some figures that you were going 
to give tous. Do you have them so that you could include them at the 
proper point of the record of the hearings? 

Mr. Ticoutat. I can. 

Mr. Becxwortn. I think that will be very well. We shall be happy 
to have the figures. 

Is Mr. Williams still here? I wanted to ask him one other ques- 
tion. 

Mr. Williams, I had one other question that I wanted to ask you with 
reference to the present situation. As you understand it, in the coun- 
tries outside this hemisphere that may use newsprint, at one time the 
price structure, as I recall, got quite high, so high that it almost was 
prohibitive and kept a good many people from buying newsprint out- 
side of this hemisphere. 

What is the situation with reference to the price structure, say, in 
Sweden, now, and Finland, which you mentioned ? 

Mr. Witu1aMs. Well, this tonnage coming in from Finland to the 
United States is under contract, just like the newsprint made in North 
America. Those contracts provide that the price in the case of Fin- 
land, being an importer, is the price based on $106 delivered in New 
York City. 

Now, it is my personal opinion that Finland wants to stay in the 
United States market for old historic reasons, and the truth of the 
matter is Finland paid her war debt to the United States because of 
her imports of newsprint into the United States. That was the simple 
way of which they got the dollars to pay the war debt. If Finland 
as a national policy wants to stay in the United States selling news- 
print 

But Finland has not been increasing her amounts to the United 
States, and is now selling in the other markets of the world at a price 
higher than $106 in New York City. In some of them they are under 
trade agreements. Finland has to import a lot of things, and there 
are many trade agreements between Finland and various countries. 

Now, Sweden, generally speaking outside of some twenty or twenty- 
five thousand tons that come in here year in and year out, sells at the 
New York delivered price, but Sweden historically sells her news- 
print wherever she can get the most money, and therefore that is true 
of Norway. Sweden, Norway, and Finland are the three Seandi- 
navian countries producing the greatest amount. So the world price 
of newsprint is higher than in North America, but you take our 








48 NEWSPRINT INVESTIGATION 


friends in South America, they are greatly distressed over lack of 
newsprint. They had contract positions in many cases in Canada. 
Their governments would not permit them to clear the dollars, or in 
some instances, you are familiar with the country, without calling its 
name, when the newsprint came in, the government seized it and dis- 
tributed it as it saw fit. So generally speaking, the United States, of 
course, is the largest consumer but it is the stabilized market under 
the contract price, so all of this other tonnage generally speaking is 
sold over the world wherever they can get the highest price for it, and 
not on annual contract basis. 

Sir, Uneunwoon, Could I ask one question before Mr. Williams 
leaves? 

Mr. Williams, you said that you were no in favor of any legislation 
at this time, but let me ask you, you do favor, or do you favor the 
Beckworth resolution, which ar parc this committee ready to make 
any investigations that might come up or continue hearings in the 
event an industry committee is created ¢ 

Mr. Witrams. I stated in my testimony that I was delighted that 
this committee had come in and resumed its interest in the newsprint 
picture, and if the Beckworth resolution is necessary to nail it down, 
I hope it will be passed unanimously. 

My thought was I did not know nS it with respect to the particu- 
lars, I am delighted to see this committee continue its interest, and 
the committee’s interest in the thing is going to be important in our 
whole picture as it develops, because as I envision it, this committee 
would function somewhat as it did in the prior years. There will be 
many occasions where the committee will ask for information, and 
take action where no formal hearings are necessary. 

You have asked questions of witnesses to supply detailed informa- 
tion, and so I do hope if the Beckworth resolution is necessary to nail 
down the activity and interest of this committee, I hope it will come 
to pass. 

Mr. Becxworrnu. This concludes at this time the hearings as sched- 
uled, so the committee adjourns subject to the call of our chairman, 
Mr. Crosser. 

(Thereupon at 12:20 p. m., the committee adjourned subject to the 


call of the Chair.) 


Mr. Becxwortn. The resolution particularly charges the committee 
with examining the situation of newsprint and book paper. It is 
that phase of the full investigation that we are commencing today. I 
will say, however, that the special subcommittee has had meetings 
prior to this time. We are particularly interested at this moment in 
the sulfur situation because it will be recalled when we met before 
it was pointed out that there are certain possible shortages of sulfur 
that may have a great effect on the supply of newsprint. We hope 
to get an up-to-date picture of the sulfur situation as it is today and 
to get what information we can as to what the effect will be in the 
future and particularly as it is applicable to newsprint. 

Of course the special subcommittee is not unmindful of the fact 
that there are many other segments of our economy which make heavy 
demands on sulfur and we know that there will have to be an equitable 
distribution of whatever supply there may be. 
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The first witness we shall have today is Dr. Boyd of the Bureau 
of Mines. We certainly do appreciate your being here with us, Dr. 
Boyd. 


STATEMENT OF DR. JAMES BOYD, DIRECTOR, BUREAU OF MINES, 
AND ADMINISTRATOR, DEFENSE MINERALS ADMINISTRATION, 
DEPARTMENT OF THE INTERIOR, WASHINGTON, D. C. 


Dr. Boyp. I must apologize for not having a prepared statement to 
ive you in advance in accordance with your rules, but I just did not 
ea the opportunity to do it. 

My name is James Boyd, Administrator of the Defense Minerals 
Administration as well as Director of the Bureau of Mines. I propose 
to outline briefly for you the current sulfur supply situation. We have 
responsibility primarily for the improvement and increase of supply 
and not the distribution of sulfur. 

Estimates of the supply and requirements of sulfur in all forms 
are still being compiled, but the general picture is now fairly clear. 
It is apparent that the world shortage is of the order of 1 million long 
tons of sulfur and sulfur equivalent per year. Considerable progress 
has already been made toward a solution. Both as a result of Defense 
Minerals Administration stimulation and publicity many projects are 
either well along toward production or in the active planning and 
preparation state. There is a great deal of interest in industry which 
is in general disposed to initiate remedial measures. 

For example, three new sulfur domes are being developed in the 
United States. One is expected to be in production this year, the 
second in 1952, and the third may not start until 1953. When the 
three projects are up to capacity they are expected to contribute about 
530,000 long tons a year. In addition, it is known that at least one 
and probably two domes will be brought into production in Mexico in 
the not too distant future. Applications for additional projects of 
other types are being processed by Defense Minerals Administration. 

One company anticipates production of elemental sulfur from Wyo- 
ming fumerole type deposits. 

Three companies are preparing to produce sulfur from “sour gas” 
and several companies are increasing the use of pyrite instead of 
sulfur in the manufacture of sulfuric acid. 

In Canada one company has been actively engaged in research 
and has developed processes to produce elemental sulfur, liquid SO., 
sulfuric acid and iron ore sinter from pyrite. Large reserves of pyrite 
have been blocked out. Another company is also active in similar 
developments. ‘These plans are past the planning stage and should go 
steadily forward toward production. All this will reduce the demand 
on United States sulfur. 

Further reduction can be anticipated from the very active programs 
of conversion from native sulfur to other sulfur raw materials, that 
are in progress in Europe at the present time. 

These instances will serve to demonstrate that we are rapidly moving 
toward a solution of the sulfur problem by the development of new 
production capacity and the application of new techniques. However, 
the total solution will require some time for its achievement. To date 
we have not yet in sight enough tonnage to completely fill the short- 
age, but we are well over halfway there. 


‘ 
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As a substantial portion of new capacity is likely to be of the type 
classified as marginal, from a profit standpoint, considerable Govern- 
ment encouragement, in the form of the amortization benefits, loans, 
and purchase contracts will be needed. 

A review of annual production figures will serve as an excellent in- 
dication of past trends and future requirements. 

The production of crude sulfur in long tons is as follows: The 
average for 1935-39 was 2,175,000 tons; 1946, 3,860,000 tons; 1947, 
4,441,000 tons; 1948, 4,869,000 tons; 1949, 4,745,000 tons; 1950, 5,192,- 
000 tons. 

The 1950 production of all forms of equivalent sulfur, that is, crude 
sulfer, pyrites sulfuric acid, sour and refinery gas and other forms, 
was: 

Frasch process sulfur, 5,192,000 tons. That is the production of 
native sulfur from beneath the ground by the use of high temperature 
steam—superheated water under pressure. 

Other natural sulfur produced from mines was 3,000 tons. 

Recovered as sulfur from sour natural gases and refinery gases, 
142,000 tons. 

Pyrite (sulfur equivalent), 393,000 tons. 

Smelter gases, sulfur equivalent, 216,000 tons, 

Other forms, 40,000 tons. 

In addition, approximately 100,000 tons was imported. That is 
sulfur equivalent. 

Crude sulfur accounts for about five-sixths of the total equivalent 
production. 

The production figures will serve as a measure of estimating con- 
sumption if we consider that stocks above ground have been steadily 
declining since World War LI. 

The practical doubling of consumption since 1935-39 gives serious 
food for thought as to our continued need for future planning. Thus 
it is desirable that a unified investigation and research program be 
studied and set up to prepare for the future on a long range basis so 
that another shortage crisis may not again occur. 

As a supplement to that, Mr. Chairman, I may say that there are 15 
projects that have either been processed or are in process in Defense 
Minerals Administration today for the production of sulfur or sulfur 
equivalent in various companies all over the country, from Texas to 
California, Arkansas, Wyoming, Louisiana, and so on. 

That is all the prepared statement Mr, Chairinan. 

Mr. Beckworrn. Are there any questions? 

Mr. Harris. Dr. Boyd, the entire production of sulfur now is by 
private companies ? 

Dr. Boyp. Yes, sir; as far as I know. 

Mr. Harris. Does the Government have any projects at all? 

Mr. Boyp. No, sir. We have no authorization at the moment to 
enter into governmental projects for the production of any materials 
that we deal with. At the moment the only authority we have for en- 
couraging production is to encourage private enterprise. Fortu- 
nately, in the case of sulfur the continuing rising demand clearly in- 
dicates a continuing market and not quite as much Government as- 
sistance is needed there as is needed for other materials. 

Mr. Harris. Are you carrying on any experimental work? 
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Dr. Boyp. We are not carrying on very much experimental work 
in the Bureau of Mines at the moment except insofar as we are working 
on sulfur compounds, in crude oil and gases. That has been carried 
on in the last 4 or 5 years. We have not gone beyond that in the kind 
of program I have mentioned here that will require the development 
of new processes and we will seek funds to do that as soon as we can. 

Mr. Dotxiver. If I understand your statement correctly, you said 
that five-sixths of the sulfur that is produced in this country comes 
from crude sulfur. 

Mr. Boyp. That is correct. 

Mr. Dotiiver. That is a process used principally on the Gulf coast ? 

Dr. Boyp. Yes, sir. That is the native sulfur under the ground in 
these so-called domes. Unfortunately, the reserves of natural brim- 
stone are decreasing, so we have the problem of obtaining sulfur from 
other sources over the long range. 

Mr. Dotiiver. Did I understand you correctly to say, too, that there 
are three new domes that are under process of development ? 

Mr. Boyp. Yes, sir. 

Mr. Dotiiver. Those are also on the Gulf coast? 

Dd. Boyp. That is correct. However, they are not as large as the 
original domes. That is one difficulty in this thing. 

Mr. Dotutver. It was interesting to me several years ago in visiting 
Wyoming to observe that there is some sulfur production out there 
from sour gas. 

Dr. Boyp. That is correct. 

Mr. Douttver. Is that a usually productive source of sulfur? 

Dr. Boyp. Yes. The figure I have given you is 142,000 tons that 
has been produced from that source in 1950, and that is increasing. 

Mr. Do.iiver. Now is it generally the process in the production of 
sour natural gas to take the sulfur from it or is it sometimes just 
simply wasted ? 

Dr. Boyp. In the past it has usually been wasted. The cost of 
recovering it has not been able to compete with the cost of producing 
natural sulfur. The Wyoming sour gases particularly are high in 
sulfur and they were productive sources, so the companies went in 
there early to produce sulfur from that source. 

Mr. Dotiiver. What areas are there in the country where the situ- 
ation exists that you mentioned, where it is not economically profitable 
to produce that sulfur from sour gas? 

Dr. Boyp. It is a little hard for me to tell you offhand. There are 
sour gases in a number of oil fields around, but none of them are as 
prolific in sulfur asthe Wyoming gases. 

Mr. Dotriver. Is that process for the production of sulfur likewise 
applicable to petroleum as well as to natural gas? 

Dr. Boyrp. Yes, sir. One place we have been interested in doing 
experimental work on it is as a result of the smog conditions in the 
Los Angeles Basin. There a large quantity of sulfur goes into the 
atmosphere as a result of the refining operations. Under the State 
law requiring them to hold down air pollution in California they are 
beginning to recover sulfur from the waste product of the refinery 
instead of putting it into the air. I understand now that production 
is something over 100 tons of sulfur a day. 
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Actually we put into the air from all our chemical processes, smelt- 
ing processes, about as much sulfur as we consume, but a lot of it 
would be very, very costly to recover. f 

Mr. Dotuiver. That wastage of sulfur comes not only in the refin- 
ing of petroleum and other commercial products but also it applies 
to a good many smelting processes ? 

Dr. Boyp. That is correct. 

Mr. Dotutver. Copper, zinc, and many of those ? 

Dr. Boyp. Many rT the copper, lead, and zine ores are a combina- 
tion of the metal and sulfur. In some areas they have recovered that 
sulfur. In some cases it has been too expensive to do it and they have 
let it go into the atmosphere. 

Mr. Dotttver. It would seem to me that would be a very profitable 
source of perhaps some pilot work being done by the Bureau of Mines. 
TIas anything been done along that line? 

Dr. Boyp. Yes; we did that very early in the game. We got drawn 
into a lawsuit up in Washington as the result of the Trail smelter 
in British Columbia about 20 years ago. It was as a result of that 
work that the Bureau of Mines recommended a system to recover 
sulfur from the smelter operations. That has been put into various 
smelters since then where the economics were satisfactory or the con- 
ditions required the removal of sulfur. So that work is done. It is 
just a question of the economics. 

Mr. Dottiver. Now what about the recovery of sulfur from various 
industrial processes in which the chemical is used? For example, in 
the paper process can the sulfur be used over and over again there? 

Dr. Boyp. I am not myself intimately familiar with the paper 
process, of course, but in many of these areas sulfur is regenerated 
and used, sulfuric acid is regenerated and vsed. Most of the sulfur 
is used in making sulfuric acid. Of course it then becomes contami- 
nated to the point where it cannot be effectively regenerated. That 
kind of research needs stepping up. 

For instance, the pickle liquors in the steel plants is an example 
where iron and sulfur and other acids go down the streams. The 
stream-pollution laws will require recovery of some of that material 
to prevent it from polluting the streams. All of those things contrib- 
ute to the conservation and recovery of those materials. 

Mr. Do.tiver. Just one final question with respect to other sources 
of sulfur. I remember several years ago, and Mr. Stevenson will re- 
member also, that we visited a shale-oil plant in Sweden from which 
shale the Swedish Government was producing as its major product 
petroleum or hydrocarbons. That is their only domestic supply. As 
a byproduct of that there was a considerable supply of sulfur being 
produced. Now as I understand it, the Bureau of Mines has erected 
a pilot plant for the production of shale oil in western Colorado, 

Dr. Boyp. Yes, sir. 

Mr. Dotutver. Has that work been under your direction ? 

Dr. Boyp. Yes, sir. 

Mr. Dotuiver. Now in connection with that pilot plant are any steps 
being taken to recover whatever sulfur there may be present there? 

Dr. Boyp. Yes. Up until the last few years there was very little 
known about the sulfur compounds in the petroleum reserves and in 
the shales, etc. We have quite an extensive project, financed by in- 
dustry, in cooperation with industry, in determining what the nature 
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of these sulfur compounds is and how you can recover them from the 
petroleum and shale oils. That is being carried on in our pilot plant 
as well as at Bartlesville, Okla. So we have substantial — from 
industry in helping to solve the problem of recovering sulfur. 

Mr. DoLutver. Fave those experiments progressed to the stage 
where they show any sign of being economically feasible, particularly 
with reference to the recovery of oil from shale? 

Dr. Boyp. Yes, sir. I would say that we have achieved satisfactory 
results. The problem of the oil-shale development, of course, from 
which the production of sulfur would come, is now the question of 
economics in transportation and markets. We feel now we have demon- 
strated through our pilot-plant operations that the production from 
the shale is very near to that of the production of petroleum from 
natural petroleum. 

When you take into consideration the discovery factors, the pipeline 
gathering systems, and the drilling of wildcat wells, and so on, we are 
very closely approaching that point where it will become economic. 
Unfortunately they are not close to substantial markets and we will 
have to develop a transportation system to handle that before it be- 
comes economical. When that is done of course there will be some 
sulfur produced as a byproduct. That is something for the future. 

Mr. Dotuiver. Have you in mind what proportion or what tonnage 
of sulfur might be produced as a byproduct? 

Dr. Borp. Iam sorry, I do not. I shall be glad to furnish it to you. 

(The information is as follows :) 


Sutrur From RIr.e, Coro. 


Oil shales contain approximately 0.1 percent of sulfur as metallic sulfides. 

The oil that is recovered from the shale at the rate of about 30 gallons per ton 
of shale contains about 1% percent sulfur, probably all in the organic form 
obtained from the kerogen in the shale. This will be an important source of sul- 
fur when the process goes into commercial production. For example, a minimum 
single operation would be 10,000 barrels of oil a day with a next step to 100,000 


barrels a day. 
The recovery sulfur from the 100,000 barrels per day would be about 200 tons 


a day of sulfur. 
The present refinery capacity in the United States is around 6,000,000 barrels 


a day so that as shale oil is substituted for natural crude oil, the possible future 
of sulfur recovery from shale is substantial. 

Mr. Dottiver. It is certainly a secondary rather than a primary 
product ? 

Dr. Born. Yes, sir; that is right. 

Mr. Doxtiver. Have you actually produced some sulfur from your 
pilot plant in Colorado? 

Dr. Boyp. We have not recovered sulfur as such; no, sir; but that 
would be a secondary step which could be readily done. We are pro- 
ducing petroleum products from there. We run our trucks and cars 
on it today. 

Mr. Becxwortu. Based on all the information you have been able 
to pets how serious do you feel the sulfur shortage is today ? 

r. Boyp. It is very serious, Mr. Chairman. We are deeply con- 
cerned about it. Your whole agricultural industry largely is de- 
pendent on the ‘ype of sulfur for fertilizer. Your industrial 
processes, petroleum refining, paper production, for the synthetic 
fibers and all those things, depend on sulfur. It is one of the most 
crucial parts of our modern industrial economy. It is a vital part. 
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Mr. Becxworrn. When did you first become aware that the situa- 
tion was becoming unusually serious? 

Dr. Boyp. I think probably toward the end of last year. We have 
known of the development in our normal operations. Until we got 
the Defense Minerals Administration going, we had not looked at it 
from that point of view and the deficit did not begin to show up until 
last year sometime, the seriousness of the deficit. 

Mr. Becxwortn. Is any of the present seriousness occasioned by 
the failure of any of the foreign countries which might formerly have 
supplied quite a bit of sulfur, to continue to supply that sulfur? 

r. Boyp. I think that would be a contributing factor, Mr. Chair- 
man, because sulfur is one of the raw materials we have been a pretty 
heavy exporter of. Because of its cheapness, foreign countries have 
come to depend on our native sulfur production ; therefore they began 
to close down and liquidate their pyrites plants in Europe particu- 
larly. Now they are facing this relatively sudden shortage and they 
are reactivating those plants today. It is a contributing factor. Tt 
is an economic situation that produced it. 

Mr. Beckwortu. Are the processes in Europe such that those plants 
to which you have just referred can be reactivated rapidly ? 

Dr. Boyp. It takes about 18 months. They realized the situation 
in the last 5 or 6 months and it is my understanding they are now 
reactivating those plants. It will take about 18 months to get them 
in production. 

Mr. Becxworrn. You may not be the best one to answer some of 
these questions, but do you feel that the price situation is getting to 
be such that there weal be a continuous interest on the part of com- 
panies in foreign countries to reactivate more and more plants? 

Dr. Boyp. Iam sure of that. As we have to depend on other sources 
than native sulfur for sulfur production, the price will have to rise to 
meet that additional cost, and that will bring those plants back in 
operation. 

Mr. Becxworrn. You mentioned a moment ago some 15 projects 
in this country that will expand their production. 

Dr. Boyp. Those are the ones that have come to us for aid. There 
are many others that I have not listed here. We have not gotten in 
touch with all of them yet that are going on without any Government 
aid. In other words, the companies have seen the need for it and 
have not come to us for specific aid. There are others going on. 

Mr. Becxworrn. Have those 15 projects to which you have referred 
received active aid from the Government in the form of tax advan- 
tage, etc. ? 

Dr. Boyp. That is going on now. Some of them have been proc- 
essed and others are just coming in to us for completion and are being 
processed now. 

oie Beckxwortn. There is no slowness in approving those 15, is 
there 

Dr. Boyp. No, sir. I think the mechanism is working better than 
it did in the beginning and it is going much faster now. 

Mr. Becxworrn. How soon will the approval of the projects be 
actually completed ? 

Dr. Boyp. I think we ought to be able to process these 15 in the next 
week or two. However, that is not holding up the production; the 
companies are going ahead anyway. 
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Mr. Becxworrn. That has nothing to do with the delay, then ? 

Dr. Boyp. That is right. 

Mr. Beckworrn. Could you list the 15 for us? my 

Dr. Boyp. Yes, sir; 1 will be glad to read it to you or put it in the 
record. 

Mr. Beckworrn. It will be all right to read it into the record. 

Dr. Boyp (reading :) 

1. Anaconda Copper Mining Co., Leviathan, Calif. 

2. American Zinc Co. of Illinois, Dumas, Tex., a zinc smelter. 

8. Bethlehem Steel Co., of Sparrows Point, Md. 

4. Consolidated Chemical Industries, Louisiana. 

5. Continental Sulphur & Phosphate Co., of Wyoming. That is the one I re- 

ferred to as the fumerole deposits. Those projects are going. 

6. Freeport Sulphur Co. of Houma, La., one of the new domes, 

7. Hancock Chemical Co., of Long Beach, Calif. 

8. Inspiration Consolidated Copper Co. of Arizona, 

9. McKamie Gas Cleaning Corp. of Magnolia, Ark. 
10. Phillips Chemical Co. of Etter County, Tex. 

11. Phillips Chemical Co. of Crane, Tex. 
12. Shamrock Oil & Gas Corp. of Texas. 
13. Shell Chemical Corp. of Houston, Tex. 
14. Sid Richardson Carbon Corp. of Texas. 
15. Standard Oil Co. of Indiana, Whiting, Ind. 

16. Mathieson Chemical Corp., of Arkansas. 

Incidentally, Mr. Chairman, I did fail to point out that sulfur will 
come from other sources besides these natural sulfur deposits. I am 
sure that NPA will be able to describe to you other actions that are 
being taken in the expansion of sulfur production, sulfuric acid, and 
so on, 

Mr. Becxwortu. Those are the ones you know about because of 
governmental activities ? 

Dr. Boyp. That is right. 

Mr. Beckworrn. How many do you estimate there might be other 
than those, just based on what you have heard ? 

Dr. Boyp. I was talking to a manufacturer of machinery just re- 
cently where they have a new process for the recovery of sulfur from 
pyrites in a fluidized bed. The manager of that company told me they 
had 38 contracts under way for the procurement of machines to do that 
job. I only heard of that yesterday. So we have not been informed 
of all those yet. 

Mr. Beckworrn. Have you made any estimate as to the percentage 
the 15 projects will increase production in this country ? 

Dr. Born. No, sir; I have not; but the study is going on and is not 
quite completed. We can get that for you in a day or so. 

Mr. Becxwortu. How long have these projects been coming in? 

Dr. Borp. They have been coming in probably for 3 or 4 months. 

Mr. Beckworru. Have you seen any disposition on the part of those 
who currently are active in the sulfur industry to fear to expand their 
facilities for any reason that they might have? 

Dr. Boyp. No, sir. On the contrary, they began to see this thing 
showing up a year or so ago. It was even longer than that. They 
have been seeking other sources themselves, the regular sulfur pro- 
ducers, such as the sour-gas production, and elsewhere. I think they 
are really concerned about meeting the supply and have been out 
themselves trying to get additional sources of supply. Unfortunately, 
the prospecting for these new domes is not panning out too well. We 
are not finding them the way we hoped we could. 
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Mr. Hetier. Dr. Boyd, I understood you to say that these projects 
are now yielding sulfur or its equivalent. 

Dr. Borp. That is correct. 

Mr. Hetter. Now, in order to gain the benefits of Government lend- 
ing and amortization, do the applications for these projects contain 
a statement of what they have yielded and what they expect to yield 
in the near future? 

Dr. Boyp. The Agent a themselves do not, Mr. Congressman, 
but in passing on the application we ask them for that pulotiiatsor 
and our reports internally show that. 

Mr. Heuer. In other words, the Bureau of Mines would have that 
information available now. 

Dr. Born. That is correct. 

Mr. Heiter. You have that information? 

Dr. Boyp. Well, yes, sir. 

Mr. Hetier. Are the machines available for these and other 
projects ? 

Dr. Boyp. As far as I know, there has been no serious hold-up on 
them except the normal delays in any of this speeded-up work. The 
National Production Authority is alive to the sulfur problem very 
seriously. We have not had any difficulty getting the necessary pri- 
ority held to get them going. We claim for them, get machines and 
equipment for them. 

Mr. Hetier. There would be no question about their receiving im- 
mediate priority ? 

Dr. Boyp. As far as I know, there is no question. 

Mr. Hetirr. Now, what exactly is being done in connection with 
the three domes you discussed ? 

Dr. Boyp. Each one of them is in different stages of development. 
I am not sure I can remember in detail the extent of their develop- 
ment. Wells are being drilled on the first two. The other one is not 
completely outlined yet. They have to do some more drilling to de- 
termine the size of it and plan their production program. On the first 
two they are actually drilling the wells now from which the sulfur 
will be produced. 

Mr. Hetter. In what States are they, may I ask? 

Dr. Boyp. I think they are all in Texas and Louisiana. 

Mr. Hetier. Are those wells being drilled under the direction of 
the Bureau of Mines? 

Dr. Boyp. No, sir; that is all private industry—Texas and Louisana ; 
not all in Texas. 

Mr. Heiter. How long has this drilling been going on? 

Dr. Boyp. Well, the companies have never ceased searching for 
these domes. They carried on geophysical and drilling work for many 
years, but in the last year or so they have been stepping up the work. 

could not tell you the beginning of the production period, but it has 
been going on at least for the last year or two. It takes some time 
to develop these things. It takes a while to outline the deposit, plan 
your production program, drill the wells, and put in the steam plant, 
and so on. 

Mr. Hetier. Would you say they are now in the experimental stage ? 

Dr. Boyp. No; they are beyond that. The process has long been 
developed. It is just a question of preparing the dome for production.. 
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Mr. Hetxer. Are these companies that have developed these three 
domes making application for priorities and for Government help? 

Dr. Boyp. , * the case of one of them they have asked for tax 
amortization or certificate. We expect the others to do that. They 
have not done that. They do not come to us for priority help unless 
they have trouble getting equipment. 

Mr. Hetxier. The reason I am anxious to get that information is 
that, according to your testimony, you stated these three domes would 
eventually yield about 530,000 long tons, which would practically 
wipe out half the deficit; would it not? 

r. Boyp. That is right; unless the requirements grow faster than 
we now anticipate them. 

Mr. Hetxer. Would it not be important for us to put full speed 
ahead on these three domes immediately, instead of waiting / 

Dr. Boyp. I might state categorically that pressure is on those com- 
panies not only by us but the economic pressures of the situation. It 
just takes time to drill wells and set up equipment and install the 
plants. You cannot do it overnight. 

Mr. Herter. Thank you. 

Mr. Dotuiver. I noted somewhere that these sulfur domes are 
found in connection with other minerals that produce them, some- 
times salt. What is the usual geological formation in which that is 
found? Maybe you do not feel qualified to answer that. 

Dr. Boyp. I was once a geologist. What happens in these things 
is that you have had beds of salt layered with shale and gypsum. 
If a weakness appears in the upper layers over the formation the salt 
which flows very readily under pressure will find its way into that 
weakness and the pressure of the rocks around it forces it up in a 
sort of pipe. The pressure of that is great enough to lift the rocks 
up above it and hold them in a dome. It is on the flanks of those 
domes that oil accumulates in some cases and by a certain process 
which I do not think we are too sure about the native sulfur is gen- 
erated from the gypsum deposits and other sulfur-bearing materials 
in the rock. They accumulate on the side of the dome or on the top 
of the dome. 

Mr. Doturver. Is the gypsum a sulfur-bearing mineral ? 

Dr. Boyp. Yes, sir. The Europeans, the Germans particularly at 
the moment, are preparing for the production of sulfur from gypsum. 

There is one thing about sulfur; we need never worry about running 
out of the raw materials. It is just the question of getting capacity 
to meet it and the economics of the situation. We have almost infinite 
supplies of gypsum, pyrite, and other sources of sulfur. So that if 
we run out of native sulfur and pyrite, we still have gypsum to get 
sulfur from. 

Mr. Douuiver. I take it that one of the chemical components of 
gypsum is sulfur? 

r. Boyp. That is right. 

Mr. Dotutver. Sulfur being an element and gypsum being a com- 
bination of elements ? 

Dr. Born. Yes, sir. 

Mr. Douturver. What percent of gypsum is sulfur? 

Dr. Boyp. I am trying to calculate in my mind. I am guessing 
that it is about 16 or 18 percent. 
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Mr. Doutiiver. Is it a difficult and expensive process to derive sulfur 
from gypsum ¢ 

Dr. Boyp. It has never really been attempted because it has not 
been necessary up tonow. It will be an expensive operation certainly, 
much more expensive than producing native sulfur. When the time 
comes, of course, it will be developed. In Europe where they are 
short of sulfur they can afford to do those things. 

Mr. Douuiver. ‘Thank you. 

Mr. Wotverton. Dr. Boyd, looking at this matter from an over-all 
standpoint with respect to present production, present demand, also 
looking at it from the domestic as well as the foreign standpoint, 
having in mind our war effort and the necessities for fertilizer and 
all the uses that sulfur is put to, would you say the situation is critical 

Dr. Boyp. The immediate situation, Mr. Congressman, is critical. 
This is the kind of problem that can be solved, but it takes time to 
solve. It is the sudden deficits; the deficits have gone up very rapidly 
over the past few months, really. It has been impossible to achieve 
an increase in production from known sources of sulfur to meet that 
demand. This is a very big industry. It takes a long time to get 
it going. I would not say a long time, but it takes time. So it is the 
immediate situation that is critical, not long range. 

Mr. Woxverton. How long has it been critical ? 

Dr. Boyp. I would say it came to my attention about a year ago. 
It was getting critical before that but a year ago it became a matter of 
urgency. 

fr. Wotverton. What brought about the critical condition ? 

Dr. Boyp. Largely the rapid increase in the production of fertilizer. 
About half the sulfur goes into the manufacture of fertilizer. Also 
our synthetic fibers, and so forth. I think maybe the NPA could 
give it to you better than I could. 

Mr. Wotverton. Do you have any figures that would indicate the 
increase / 

Dr. Boyp. In the use of each? I do not have them with me, Mr. 
Congressman. I think the NPA people would have them. 

Mr. Wotverton. Are you able to tell us in what particulars the 
demand has increased to the point where it has brought about the 
critical condition? Is it only fertilizer? 

Dr. Boyp. I think, Mr. Chairman, you would get more competent 
answers about that from those responsible for distribution. I do not 
have those figures in mind. 

Mr. Wotverton. What I am anxious to find out is this: You say 
there is a critical condition existing. I am anxious to know what 
brought about that critical condition, the cause of it, what is being 
done to meet the critical condition, and what would you suggest as the 
way to approach the meeting of that condition. 

Dr. Boyp. I think I can answer that very simply. The use of 
sulfur is rapidly increasing because of the increase of our chemical 
industries and fertilizer rm Bee which has brought about the short- 
age of sulfur, primarily because our large supplies of sulfur came 
from these domes which are being depleted, and we are not finding 
them as fast as we used to do in the past. Industry, with Govern- 
ment assistance, is now doing everything it can to find new sources 
of sulfur and to bring them into production as rapidly as possible. 
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It takes a longer time to get them in production apparently than the 
time in which the Renee doe for them to meet. The result is that 
there is a lag between the growth in demand and ability to get new 
production into the picture. It is virtually creating a large new 
industry which is not very easy to do, 

Mr. Wotverron. You said that the Government is doing every- 
thing possible to improve that situation, What is the Government 
actually doing, in your opinion, that within the foreseeable future 
will improve the situation to the end that the critical situation will not 
exist / 

Dr. Born. We brought the question to the attention of the indus- 
tries that produce sulfur, those that have sulfur to produce and can 
put it into production, and encouraged them to do the job. This is 
an industrial effort. They are going out to do it themselves. It is not 
necessary for the Government to take a part in it unless the industry 
requires the aid that the Defense Production Act has given us to help 
them do the job. As I pointed out before, it is not necessary in most 
vases here. 

Mr. Worverton. How do you encourage them ? 

Dr. Boyp. We call them into conferences and discuss it with them 
and point out the market trends and the shortages that are develop- 
ing and ask them how they are going to do it, and keep track of what 
they are doing and just generally call them up occasionally to see if 
they are doing the job. 

Mr. Wotvertron. It would seem to me that those who are in that 
business would be aware of the situation to which you refer. 

Dr. Boyrp. They are; yes, sir. 

Mr. Wotverron. For instance, calling their attention to an in- 
creased demand, and so forth. Recognizing that there is a critical 
situation existing, what is the Government doing to meet that critical 
situation? That is what I want to know. 

Dr. Boyp. May I put it another way? What else could we do? Is 
there anything else the Government could do? 

Mr. Wotverrton. I do not know; I am asking you. 

ig Boyp. There is nothing else for us to do to help industry do the 
job. 

Mr. Worverton. Does it require any tax relief? 

Dr. Boyp, Not that I know of except in the tax amortization. 

Mr. Worverron. Has any study been made by your department as 
toi what could be done to improve the situation ? 

Jr. Born. Yes, sir. I think these things that are now being done 
will do the job. 

Mr. Wotverton. What recommendations do you make that would 
help the situation ? 

Dr. Boyp. I do not know that anything more needs to be done, Mr. 
Congressman. The expansion is going on as rapidly as it can be ex- 
pected to go on. It does not need any further effort that I know of. 

Mr. Wotverton. You think, then, that industry will take care of 
it itself? 

Dr. Boyp. Yes, sir. 

Mr. Worverton. Has your department made any study as to the uses 
that sulfur is put to and by whom? 
80176—51—pt. 15 
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Dr. Boyp. We normally do not do that; no, sir. Our job is to get 
additional production, not to study the uses. The Commerce Depart- 
ment has always done that, and the NPA is responsible for that. They 
tell us what the demands are, and it is up to us to help get the pro- 
duction going. 

Mr. Wotvertron. Who has the information as to the different uses 
to which sulfur or its derivatives are put? 

Dr. Boyp. That is generated in the National Production Authority 
in the Commerce Department. 

Mr. Wotverton. There is no other department of the Government 
that participates in that except the National Production Authority ¢ 

Dr. Boyp. As far as I know, no, sir. We get our information from 
them as they get their supply information from us. 

Mr. Wotverton. What means does it have of ascertaining the de- 
mand and the several uses to which it is put? 

Dr. Boyv. Mr. Congressman, may I pass that question? There are 
members of NPA here. Perhaps they can answer that question di- 
rectly for you, sir. Iam not directly familiar with it myself. 

Mr. Woxverton. Do they allocate? 

Dr. Boyp. I understand they do. 

Mr. Worverton. On what basis? 

Dr. Boyp. I am sorry, sir; I am not familiar enough with that to 
know that. 

Mr. Wotverron. Do they have any controls from the standpoint of 
exportation ¢ 

Or. Boyp. As I understand, there are export controls on sulfur. 

Mr. Wotverton. Who fixes those ? 

Dr. Borp. The Commerce Department, sir. 

Mr. Woxverton. Who has charge of that in the Commerce De- 
partment ¢ 

Dr. Boyp. I understand it is the Office of International Trade. 

Mr. Worverton. It has representatives present today, as I under- 
stand it. 

Dr. Boyp. That is my understanding. 

Mr. Chairman, I might state, in connection with what I have said 
before, the Bureau of Mines has consistently over the years put out 
a breakdown of the uses of sulfur which are being obtained through 
normal channels, but at the moment we only get that information from 
the other agencies. 

Mr. Wotverton. Does your department make any study of the for- 
eign sources of supply with particular reference to the extent they 
could be relied upon ? 

Dr. Boyp. Yes, sir; we do that. We keep track of the foreign 
sources of supply. 

Mr. Woxtverron. Where are the most important possibilities from 
the foreign standpoint at the present time ? 

Dr. Boyp. The traditional sources have been from the pyrites of 
Spain and Italy, and each of the countries around the world has had 
sulfur production. Nothing has been found like our own native 
sulfur deposits anywhere else in the world of any consequence. They 
are all from small deposits here and there, scattered all over the world. 

Mr. Worverton. I think you made some reference to Mexico. 





a —— 2 a 











ada fo 


ees 





NEWSPRINT INVESTIGATION 61 


Dr. Boyp, Yes, sir. Of course, Mexico comes close to our own, but 
those domes have not proved as productive as our own and until re- 
cently they had not discovered useful sulfur domes. 

Mr. Woxverton. What, if any, encouragement in one way or an- 
other does Mexico receive from us that would incline them to make 
explorations ¢ 

r. Boyp. Private American companies have gone in there to do the 
exploration, and they have received the necessary authorization from 
the Mexican Government. I do not think there has been any other 
action taken. 

Mr. Wonverron. Is it necessary to have any State Department 
action ¢ 

Dr. Boyp. Nothing has arisen that would need State Department 
action that I would know of today. They seem to be getting along 
quite well with the Mexican Government. 

Mr. Wotverron. From what source do we find out how far Mexico 
is progressing with its explorations? 

Dr. Boryp. We obtain the information from the companies that are 
doing the work. 

Mr. Wotverton. What is the present production in Mexico? 

Dr. Boyp. I am sorry, sir; I could not answer that offhand. 

Mr. Wotverton. Are you able to say to what extent the critical 
condition now existing could be relieved by importations from 
Mexico? 

Dr. Boyp. The development of these two domes in Mexico will help 
to relieve that situation. 

Mr. Wotverton. I assume that any amount you receive, even a 
small amount, would be helpful. What I would like to know is, How 
much can we depend upon it? 

Dr. Boyp. You must remember that we are a large exporting Nation 
of sulfur. Our problem is to see that the people who demand sulfur 
of us are supplied elsewhere rather than being supplied ourselves. 
We have suflicient production to meet our own requirements here, very 
nearly meet them. I might say categorically we do have enough to 
meet them. 

Mr. Wotverton. In other words, if we did not export any, we 
would have enough to take care of all our needs? 

Dr. Boyp. Yes, sir; we will as these programs develop. 

Mr. Wotverton. I am speaking now of the present time. Do we 
have enough to take care of all our needs if we do not export any ? 

Dr. Boyp. I would have to ask somebody else to answer that ques- 
tion for you, Mr. Congressman. My impression is that we have pro- 
duction capacity enough to meet the current needs. I am not sure of 
the ratio between the exports and imports in question. 

Mr. Wotverton. In what fields is the demand increasing? 

Dr. Boyp. In the consumption of sulfur? That is largely in fer- 
tilizers and the chemical ee seta 

Mr. Wotverron. When you say “chemical industry,” that is a large 
industry. What particular activities? 

Dr. Boyp. I am sorry, sir; I am not an expert in that field, and I 
would prefer somebody else would answer it who is here to answer it. 
I do not know enough of those details. 
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Mr. Wotverton. Who do you think could answer that question ? 

Dr. Boyp. I am sure the Commerce Department, NPA people in 
the Commerce Department, have that information. They are here 
behind me now. 

Mr. Hetirr. Dr. Boyd, accepting your statement that half of the 
sulfur we produce today goes into fertilizer and the chemical industry, 
would you venture an opinion that under those circumstances, and 
also recognizing that the supply is critical, there ought to be alloca- 
tions for domestic use put into effect immediately ¢ 

Dr. Boyp. I am sorry, sir. I would not be a judge of that. 1 do 
not know enough about the distribution problems involved to recom- 
mend that at all. My operations are not in that field. My judgment 
would not be good. 

Mr. Hetier. Who would be able to answer that question ? 

Dr. Boyp. I think the NPA would be able to answer that for you. 

Mr. Hetirr. I assume, therefore, that your answer would be sub- 
stantially the same if I were to ask whether quotas should be placed 
on fertilizers? 

Dr. Boyp. Yes, sir; I think that is right. 

Mr. Hetter. I am sort of intrigued with these domes that you talk 
about which produce so much of this sulfur. Now, as I understand 
it, we are now exploring three or those domes, so to speak; is that 
correct, sir? 

Dr. Boyp. No; we are developing three of those that have been 
explored and discovered. The problem is discovering new domes 
that have sulfur in them. 

Mr. Hetire. We are developing three now; is that correct ? 

Dr. Boyp. That is right. 

Mr. Heuier. As I understand it, the critical supply situation came 
to your attention about a year ago; is that correct ? 

Dr. Boyp. That is my recollection. 

Mr. Hetier. Now, in the past have there been any potential domes 
that have come to the attention of the Bureau of Mines? 

Dr. Boyp. Only those in Mexico which had been generally known 
about but had not been thoroughly explored before. Those are the 
only ones we know about today. 

Mr. Hevier. How many such domes are there in Mexico? 

Dr. Borp. Two. There are many domes there, but only two that 
showed any sign of sulfur. 

Mr. Hetier. Have there been ary domes discovered here in the 
United States outside of the three you have talked about ? 

Dr. Boyp. There have been many domes discovered and drilled for 
oil, but they did not show any signs of commercial quantities of sulfur. 

Mr. Hetier. The point I want to make is that wherever potentially 
productive domes came to your attention they were merely examined ; 
is that correct ? 

Dr. Boyp. We do not examine them, because the companies will 
inform us confidentially as to what they have discovered and we will 
watch their work. We never have had the funds or authority to go 
out and do the work on it ourselves in great detail. 

Mr. Heiter. Supposing you did have the funds or the authority, 
do you think we could possibly find some more of these domes which 
are so important for the production of sulfur? 
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Dr. Boyp. Yes; I expect so. It is possible we might find some 
more. I would only say this: That the industry has been doing a 
tremendous amount of exploration of their own which our work 
would only supplement. Of course, that kind of thing is a job for 
private industry to do. It so happens that they have searched so 
many of them and are not finding any more. It is possible they do 
not exist. 

Mr. Hetuer. You are talking about private industry ; is that correct ? 

Dr. Boyp. That is correct. 

Mr. Hexxier. Do you not think that the Government ought to go in 
and look for it, rather than have private industry look for it? 

Dr. Boyp. No, sir; I think that is a job for private industry. 

Mr. Heuter. Is there not a fear of competition which might enter 
into it ¢ 

Dr. Boyp. There is a fear of competition that drives them to find 
new sources to keep them in business. 

Mr. Heuer. I mean by those that have it already. 

Dr. Born. You mean the companies that are in the business now do 
not want anybody else to find sulfur? 

Mr. Hewuer. Yes. 

Dr. Boyp. What could they do? The area is open for search and 
discovery and other companies have come into the field in recent 
months and years. 

Mr. Heiter. Thank you. 

Mr. Becxwortu. Dr. Boyd, I want to check one other thing. As I 
understood your statement a moment ago, you said there are ample 
reserves of sulfur world-wide. 

Dr. Boyn. Yes, sir. 

Mr. Becxworrn. We have learned in this country that we can get 
petroleum products from coal and the fact that we can get them from 
shale. Now in this country are there ample reserves of sulfur for a 
long time that can be produced on what is considered an economic 
basis at this time ¢ 

Dr. Boyp. No, sir; not at the present price of sulfur which is brought 
into line by the existing availability of high-grade sources of sulfur. 
As those become depleted the cost of producing sulfur will rise and 
the price of sulfur will kave to go up with it. The result is that new 
deposits which are now margina Fae uneconomic, will become economic. 
That is the history of the mineral industry. 

Mr. Beckworru. Do you foresee the likelihood of many other 
sources of sulfur being found that would cause the production to be 
performed on a cheaper basis, on an economical basis / 

Dr. Born. I think that the dependence for cheap sulfur on these 
native sulfur deposits which come from our domes today is on the 
decline. It is possible that we could run across new ones. IT would not 
put that aside entirely. But all the work that has been done would 
indicate that is not likely to happen and we are now going to have to 
go to other sources of sulfur in the future more and more. 

Mr. Beckwortu. That is the basic assumption of the Bureau of 
Mines at this time ? 

Dr. Born. Yes, sir. 

Mr. Becxworrn. So the production of sulfur in the future doubtless 
will be a more expensive uabsetetinert it will be a more expensive prod- 
uct than it has been in the past ? 
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Dr. Boyp. That is correct, that is true of almost all our minerals. 

Mr. Brecxwortru. And become increasingly so as the years come 
and go, probably ? 

Dr. Boyp. Yes; up to probably a plateau. Where you get down to 
a level of having to produce sulfur from gypsum, you will have 
reached the point that will last a long, long time at that level. 

Mr. Becxworru. This is perhaps not very pertinent, but I recall not 
many months ago this committee was dealing with some legislation 
in regard to the Office of Technical Services, which is in the Depart- 
ment of Commerce. That office is supposed to have information that 
was obtained from foreign countries of a technical nature that in 
some instances is helpful. I do not suppose there is any information 
that would be helpful to you, or has that been explored ? 

Dr. Boyp. Yes; we always have access to that technical information. 

Mr. Becxworrn. Did vou find anything helpful in the way of sulfur 
production ? 

Dr. Boyp. I do not specifically know myself, but I am sure our 
technologists have run across that. We have gone through virtually 
tons of that material. 

Mr. Beckwortu. That is what I had in mind. T repeat this may 
not be too pertinent, but I wish you would give us the benefit of any 
information that you may have obtained from that Department that 
has been helpful in the sulfur production. 

Dr. Boyp. All right, sir; I shall be happy to do that. 

(The information is as follows :) 

Perhaps 100 Gerim»n documents bibliofilmed by FIAT (Field Information 
Agency, Technical) in the offices of various German companies and individuals 
who dealt with sulfur and its compounds were available for a time at the Office 
of Technical Services and later deposited in the Library of Congress. Photo- 
static copies of the unpublished material are in the Bureau of Mines foreign 
document file at the library of the College Park, Md., Mining Experiment Sta- 
tion. Some of this information was also digested and summarized in English 
by specialists sent to Germany by TIIC (Technical Industrial Intelligence Com- 
mittee, Joint Chiefs of Staff, United States) or by BIOS (British Intelligence 
Objectives Subcommittee) which summaries were also filed by Office of Technical 
Services for photostatic reproduction when the supply of original prints main- 
tained by Joint Chiefs of Staff had been exhausted. 

Germany has had a sulfur supply problem much longer than the United States 
has and therefore measures taken by the Germans in both the World Wars are 
of very immediate interest in the United States. Recovery of hydrogen sulfide 
from coke-oven gas has long been practiced in Germany. Conversion of hydrogen 
sulfide into brimstone by the Claus process is more widely practiced there than 
in the United States. Manufacture of sulfurie acid from calcium sulfate sub- 
stituted for calcium carbonate in cement kilns, making sulfuric acid as a by- 
product in the manufacture of cement, was practiced in Germany (and in 
England) during both wars and has been sufficiently developed that it may 
continue in one or both countries as a peacetime venture. The German experi- 
ence during World War II with substitutions for the formerly imported Spanish 
pyrites were also of interest and to be found only in such records. 

Whether as much use has been made of such facilities as should have been 
done is hard to say. The German language barrier did not exist among the 
higher-level metallurgists of the Bureau of Mines who had to consult the above 
literature. No translations exist in our files except for papers of critical value 
on sulfur. Not all of the really pertinent literature has been put into English. 


Mr. Becxworrn. With reference to Alaska, I do not suppose you 
know whether it has been explored for sulfur. 

Dr. Boyp. Alaska has not been fully explored at all, but there are 
known to be large deposits of sulfides or metalic materials containing 
sulfur in Alaska. 
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Mr. Beckwortn. You do not know of any large domes such as we 
have in Texas that have been found there? 

Dr. Born. Not particularly to be found there; the geologic condi- 
tions are different. 

Mr. Becxwortn. Other than the dome, what is the next best and 
cheapest method to procure sulfur ? 

Dr. Boyp. From the pyrites or iron sulfides. Those deposits are 
known of very large size. 

Mr. Becxworrn. You feel that that is a very favorable source at 
this time? 

Dr. Born. Yes, sir. It will rapidly grow as a source of our sulfur. 
The technology in recovering sulfur from pyrites has been improved 
in recent months in this country. That will be much better than the 
process used heretofore in Europe; much cheaper. 

Mr. Beckwortu. Since you have mentioned it, would you mind 
briefly explaining what it is? ; 

Dr. Boyp. This process is a patented process. I have not seen it 
in operation myself. It is what is known as a fluosolids system where 
you grind the material fine and pass hot gases over it in suspension so 
that the hot gases get very quickly to the particles and break the sul- 
fur loose from the iron. Sulfur is taken off as a gas and condensed 
and the iron is recovered as a sintered byproduct and used in the steel 
industry, as an iron-ore equivalent. It is as simple as that. 

Mr. Beckxwortn. It is an old process, is it not? 

Dr. Boyp. The machines for doing it were developed recently, in 
the last 2 or 3 years, really were made effective. 

Mr. Becxworrn. How old would you say the process is, in some 
form? 

Dr. Born. I would hate to guess, sir. The Chinese used a primitive 
form. 

Mr. Beckwortnu. You mentioned that it is a patented process. 

Dr. Bory. The machines for carrying out that same kind of process 
have been patented just recently. 

Mr. Becxwortn. Who owns the patent? 

Dr. Boyp. The Dorr Co. 

Mr. Beckworrn. I wonder if the control there is such that it is dif- 
ficult to utilize that process and very expensive? For example, an 
independent businessman wants to use it, would have to pay how 
much ¢ 

Dr. Boyrp. They would be very happy to sell it to them. They 
make the machines only. Other machines may be used. 

Mr. Beckwortu. Do you regard as reasonable that which is charged 
or have you ever looked into it ? 

Dr. Boyp. I have not looked into it. They do not use the ma- 
chines themselves. They only make them for sale. They would be 
out to sell them. 

Mr. Becxwortn. You have named the primary source that is de- 
sirable and the second. What is the third in order of desirability ? 

Dr. Boyp. I would say the third would be possibly the sour oil 
gases and the recovery from the metallurgical plants in the petroleum 
industry and those general industrial processes. It is hard to actually 
assign priority to them. They would be more or less in a group. 

a Becxworrn. Your primary limiting factor there would be 
what! 








66 NEWSPRINT INVESTIGATION 


Dr. Boyp. Quantities available against the cost of equipment to 
extract them. They become an economic factor then. Some of these 
plants do not put out enough gas to warrant the construction of the 
expensive equipment to recover it. It just depends on what size op- 
erations you have. 

Mr. Beckworru. Thank you, Dr. Boyd. 

Dr. Boyp. Thank you, Mr. Chairman. 

(The following material was submitted for the record by Dr. Boyd :) 


TABLE 1.—Salient statistics of the sulfur industry in the United States, 1935-39 
(average) and 1947-50, in long tons 


1935-39 











(average) 1947 1948 1949 1950 
Sulfur: 

Production (from Frasch mines) sf 2,175,057 | 4,441,214 4,869,210 | 4,745, 014 5, 192, 184 
Apparent sales !____- as 1, O86, 597 4, 839, 548 5, 015, 230 4, 870, 723 5, 636, 959 
a ae ae pm Son aol 3, 982 15 38 32 25 

Exports: 
TES Jideiadacddnaehstd<dtad bi 566, 361 1, 299,060 | 1,262,913 | 1,430,916 1, 440, 996 
i le ee 16, 374 50, 477 32, 630 30, 135 37, 526 
Apparent consumption. a Bee 1, 407, 845 3, 490,026 | 3,719,725 3, 409, 704 4, 158, 462 
y Producers’ stocks at end of year_____- 2 3, 560,000 | 3,371,034 | 3,225,014 | 3,099, 305 2, 654, 530 

yrites: 

ERE es Pe eS 544, 144 940, 652 928, 531 S88, 388 931, 163 
RE SE See EOL ae Re 433, 485 126, 553 107, 411 120, 937 208, 766 





Recovery as byproduct: 
Production of byproduct sulfuric acid | 
(basis, 100 percent) at Cu, Zn, and | 
| 














ot i EA, D> 2 lg 504, 280 647, 497 572, 719 511, 854 661, 529 
Production of recovered clemental | 

sulfur (basis, 100 percent S) (3) 43, 427 44, 369 | 56, 781 142, 475 
Other byproduct sulfur F compounds, | 

(basis, 100 percent S)- (4) 20, 631 | 25, 792 37, 935 | 39, 889 


1 1935-39 (average): Mine shipments; 1947-50: Apparent shipments to consumers. 
2 Mine stocks only. 

3 Data not available. In 1939, 4,307 long tons were produced. 

4 Data not available. In 1939, 13,000 long tons were recovered. 


TaBLe 2.—Production of sulfur and sulfur-containing raw materials by producers 
in the United States in 1949-50, in long tons 


1949 1950 






































| 
Gross Sulfur | Gross Sulfur 
weight content | weight | content 
Native sulfur or sulfur ore: 
From Frasch-process mines- - - - hives Aes 4, 745,014 4,745,014 | 5,192,184 | 5,192,184 
From conventional mining Methods ___..._..-__--- 5, 678 2, 092 # 3, 327 | 1, 072 
Total native mat... .6<. -~ oce ne hess dccs--c-) “QR ee 4, 7 47, 106 5, 195, 511 5, 193, 256 
Recovered elemental sulfur: | j 
Brimstone... .__. z oe , iat 53, 922 53, 853 } 139. 731 | 139, 352 
Paste...... sdianell doe oe 6, 44 2 928 | 6, 452 | | 3,123 
Total recovered elemental sulfur... ._...-.-.-. | 146, 183 | 142, 475 
Pyrites (inelnding coal brasses) S88, 388 378, 456 | ~ 931, 163 | 392, 788 
Byproduct sulfuric acid (basis, 100 percent mre dat | 
oe 8 SS nen - a | b11, 854 167, 000 | 661, 529 | 216, 000 
Other byproduct sulfur compounds. . a, Reb Ey, 44, 369 | 37, 935 : 42, 829 | 39, 589 
Total equivalent sulfur_. B78 j.ci.......-s) $006, S&S 


Be Oe A PORE EE EY PS EP eR | 5, 387, 
! 
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TaBLe 3.—Sulfur ore (10-70 percent S) produced* and shipped for agricultural 
use in the United States, 1946-50, in long tons 











Shipped 
on Produced |___ ee 
Year | (long tons) | 
| | Long tons Value 

RE cine pmaeinge 6, 344 $95, 531 
1947 } 4, 308 65, 124 
1948 1,7™ 0, 229 
1949 Coe a ae ee ee ‘ > 5, 392 101, 991 
1950 Seadiinl — . d 3, < | 3, 247 60, 115 


1 1946-48: California, Colorado, Nevada, and Texas; 1949-50: California, Colorado (1949 only), Nevada, 
and Wyoming. 


Taste 4.—Sulfur produced and shipped in the United States, 1946-50 








| Produced (long tons) Shipped 
Year Oe SE gee pgp a, eee: Sd a 
eae ae Tots | _ . Approxi- 
Texas Louisiana otal Long tons | mate value 
SS aes 2, 975, 472 884,170 | 3,859,642 | 4,128,212 | $66, 100, 000 
eae | 3,561,214 880, 000 4,441,214 4,828,103 | 85, 200,000 
1948 __. _| 3,867,545 | 1,001,665 | 4,869,210 | 4,978,912 | 89, 600, 000 
1949 | 3,610,829 | 1,134,185 | 4,745,014 | 4,789,311 | 86, 200, 000 
1950 ‘ 3, 949, 164 | 1, 243, 020 5, 192, 184 | 5, 504,714 | 104, 000, 000 
t ' | 
TABLE 5.—NSulfur produced in Texas in 1950, by companies, in long tons 
Fae ae ee Se denieemngiethiatantsin sipteeittiibens — a 
. : First Second Third Fourth Tints 
Company quarter quarter quarter quarter Potal 


Texas Gulf Sulphur Co 
Freeport Sulphur Co- 


Jefferson Lake Sulphur Co., Inc 


Duval Texas Sulphur Co . 


Total 


687, 207 
78, 205 
59, 207 
51, 465 


876, 274 





R36, G56 


79, 835 | 


61, 883 


51, 555 


1, 630, 229 





1, 056, 735 | 


776, 621 | 
81, 060 | 
77, 605 
O40 


985, 926 


3, 158, 622 
316, 230 
277, 837 
201,475 


3, 049, 164 


TABLE 6.—Apparent consumption of sulfur in the United States, 1946-50, in 
long tons 


Shipments to consumers (apparent) 
Imports aie iat 


Total 
Exports: 
COU os.cbbs 
Refined 
Total 
Apparent consumption 


' Revised figure. 


| 
} 
J 


1946 


4, 004, 191 


“ 


4, 094, 226 | 


1, 189, 072 | 


56, 748 


1947 


4, 839, 548 


15 


1, 299, 060 
50, 477 


1, 245, 820 1, 349, 537 


2, 845, 406 


3, 490, 026 


4, 839, 563 | 


5, 015, 230 


3s 


5, 015, 268 


1, 262, 913 
32, 630 


1949 


4, 870, 723 
32 | 


4, 870, 755 


1, 430, 916 | 
| 130, 135 
11, 461, 051 


3, 409, 704 


1950 


5, 636, 959 
25 


5, 636, 984 


1, 478, 522 
4, 158, 462 
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Tasl_e 7.—Byproduct sulfuric acid (basis, 100 percent) produced at copper, zinc, 
and lead plants in the United States, visit in short tons 




















1946 ™ 7 | 1948 | 1949 | 1950 
} | | 
| 
Re IN 5s idns aabtnnnadoradibiakonadie 171, 687 | 126, 494 | 111, 967 96, 344 131, 342 
eet eae 544,520 | 508,703 | 520,478 | 476, 982 609, 571 
we ea PAD ne TER 716, 216 [3 725, 197 | 641,445 | 573,276 | 740, 913 
| 








’ id sulfuric acid oid as yteneaiiie at a lead smelter. 


Tase 8.—Sulfur consumed in the United States, 1948-50, by uses, in long tons 
[Chemical Engineering] 














| 1950 
| 
Chemicals: | 
Ni eiiatie incrinaats istinipeaditainidinieinpie ppeiainnirahotrmanseiaighanb iia niteireinint 2, 631, 000 | 2, 622, 000 2, 916, 000 
i ESE SSRI RA ea A 170, 000 } 160, 200, 
Ee > ibitcdiviiiekatcacbelees = +ocsdidhehdimidhs tabotgbeied 18, 000 | 16, 000 20, 000 
a areca hiatal ouinielcmeeneme init ee ies aaaenl $2, 000 69, 000 105, 000 
Rania tn chat nyawicineeensennsiesinyenibabastgheninsinppiote 350, 000 | 295, 000 375, 000 
Other ais ROTEL Cy EAE RRS SEES. She SS” SREY St Se 50, 000 | 50, 000 60, 000 
eA I SE Ae aE RE TS! ee Se ae 75, 000 | 60, 000 75, 000 
Insecticides IEEE ERE SRLS _ 125, 000 | 125, 000 140, 000 
I he ess ee ade ee pat eeied dade 155, 000 | 125, 000 175, 000 
AE Oh A Ee wT 3,656,000 | 3, 522, 000 4, 066, 000 
! 








TasLe 9.—Pyrites (ores and concentrates) produced in the United States, 
































1946-50 
oe eS Te ee : ee, aoe * Som rac ER iobpinnktonall . i csinseictalelanlialiati 
Quantity Hy } Quantity 
Year a is Value Year may ~ ‘Valine 
Gross | Sulfur } Gross | Sulfur 
weight content | weight | content 
ae a = —--— wee eee a 2 EN 
Long | Long 
tons Percent | tons Percent 
Ml cnnneog ceanuel, 41.5 $3, 228, 000 Pee ; 888, 388 42.6 $3, 904, 000 
ES Sa 940, 652 41.7 4, 070, 000 ieeasseheess 931, 163 42.2 4, 059, 000 
1948__..- cwaeinedl 928, 531 41.8 3, 950, 000 
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Sutrur as A Bypropuct or Om-SHALE PROCESSING 
(By Russell J. Cameron) 


(Intrabureau Report, Oil-Shale Demonstration Branch, Rifle, Colo., June 1, 1951, 
Report No. 7, Planning and Evaluation Section) 


INTRODUCTION 


An estimate of the tonnage of sulfur which could be recovered from a com- 
mercial oil-shale plant was requested by J. D. Doherty in a letter to Boyd Guthrie 
dated May 25, 1951. This report, prepared in compliance with Mr. Doherty’s 
request, presents the findings of a study of sulfur recovery from oil shale. 


SULFUR AS A BYPRODUCT OF OIL-SHALE PROCESSING 


Work at the Laramie Station’ indicates Mahogany ledge shale to contain 
0.63 weight percent sulfur principally as organic and pyritie sulfur. Upon 
retorting by the Fischer assay method 70 to 75 percent of the sulfur is retained 
in the ash, 20 percent shows up in the gas, with the remaining 10 percent in the 
oil. 


1Frost, I. C., and Stanfield, K. E., Primary Sulfur Constituents of Raw Colorado Oil 
Shale and Their Distribution in Modified Fischer Assay Products, Intrabureau Report, 
OSRD 44, Pet -leum and Oil-Shale Experiment Station, Laramie, Wyo., December 1950. 
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Sulfur from oil-shale ash 

Most of the sulfur originally present in the oil shale remains in the ash; 
however, the amount is only about 0.5 weight percent. Samples of gas-flow 
process and gas-combustion process retorted shales were submitted recently 
(february 6, 1951) to Mellon Institute for Industrial Research to determine the 
potentiality of oil-shale ash as a source of sulfur. It was reported that although 
an appreciable portion of the sulfur was recoverable, the samples tested were too 
low in sulfur to be of interest at this time. 


Sulfur from oil-shale retort gases 

Sulfur appears in oil-shale retort gases principally as H.S. The volume of 
retort gases from 30-gallon-per-ton Mahogany ledge shale ranges from 800 cubic 
feet per ton from the Fischer assay to 16,000 cubic feet per ton for the union 
process. Volume percentages of H:S are below 1 percent for practically all 
commercial retorting processes and in the case of the gas-combustion and union 
processes are less than 0.5 percent. 

The Girdler corp. was contacted December 6, 1950, regarding purification 
(i. e., H:S removal) of gas-combustion process retort gas. Girdler reported 
that because of the low pressure at which the gas is available (a few inches, 
W. G.), the low heating value of the gas (80 B. t. u. per cubic foot), the high 
concentration of CO, (25 to 30 percent), and the possibility of amine contamina- 
tion by other sulfur compounds in the gas, it would not be practical to attempt H.S 
removal by the Girbitol process. Inquiries have been made to determine if there 
are other processes applicable to this problem. No favorable replies have been 
received to date; therefore, it is concluded, at least for the present, that no prac- 
tical means exists for regeneratively removing the small percentage of H.S 
from retort gases. It should be mentioned that the amine process represented 
by the Girbitol is reported to be almost universally used for H.S removal from 
hydrocarbon gases at the present time. 


Sulfur from shale oil 

Colorado shale oils irrespective of retorting process generally contain from 
0.6 to O.S weight percent sulfur. During refining, a part of this sulfur appears 
in the refinery gases as H.S. Depending upon the sulfur tolerance in the prod- 
ucts and the method of refining used, as little as 10 percent or as much as 90 
percent of the sulfur might be available for recovery. Hydrogenation as a part 
of refining would produce the highest yield of H.S. It would be unlikely, how- 
ever, that a refinery producing a broad range of products would recover over 
50 percent of the original sulfur in the crude shale oil. A 10,000-B/CD refinery 
would, on this bases, produce 2,000 tons of sulfur per year. A 1,000,000-barrel- 
per-day industry would produce 200,000 tons a year or 3 percent of the 1950 
United States sulfur production. 

It should be pointed out, however, that shale-oil refining, specifically the 
finishing of light products, will be a consumer of sulfuric acid. The product 
distribution and the degree to which hydrogenation is used in shale-oil refining 
will affect the acid requirement. It is highly probable that despite measures to 
recover sulfur from refinery gases, shale-oil refining will be a net consumer of 
sulfur. 

CONCLUSIONS 


1. The production of sulfur from oil-shale processing would be a relatively 
insignificant contribution of the United States sulfur demand. A 1,000,000 B/CD 
industry would supply only about 3 percent of the 1950 sulfur production. 

2. It is highly probable that an oil-shale industry would consume more than 
its production of sulfur as sulfuric acid in refining. 

3. Colorado oil shale should not be considered as a potential source of sulfur. 


ACKNOWLEDGMENT 


This study is based on literature research by K. L. Berry, R. G. Ruth, C. W. 
Barkow, and John Klemenic. 

Mr. Beckworrn. The next witness is Mr. Theodore Sweet, of the 
Economic Cooperation Administration. 
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STATEMENT OF THEODORE L. SWEET, CHIEF, COMBINED MATE- 


; ol 
RIALS BRANCH, ECONOMIC COOPERATION ADMINISTRATION, — oti 
WASHINGTON, D. C., AND UNITED STATES REPRESENTATIVE ON 
THE SULFUR COMMITTEE, INTERNATIONAL MATERIALS CON- | wa 
FERENCE 4 ay 
m o 
Mr. Sweer. My name is Theodore L. Sweet. I am with the Eco. ~~ Th 
nomic Cooperation Administration, but I am here today in the capac- 7 sta 
ity as the United States representative to the International Materials 7 Th 
Conference on Sulfur. ® ha 
Perhaps you would like to have a little background on why an Inter- a 
national Materials Conference was established. 4 } 
E am 
PURPOSE OF ESTABLISHING THE INTERNATIONAL MATERIALS CONFERENCE 
The solution of commodity shortages is one of the most important ] 
and critical problems facing the world today. It has been recognized : ( 
that there is a need to provide ways and means to bring about coopera- 
tion among the countries of the free world, to increase the production 
and availability of materials in short supply and to assure their most 
effective use. Recent events have made these problems of even greater 
urgency. They also have made it clear that commodity problems 
could not be dealt with on a regional basis but have to take into — 7 
account the needs and interests of the whole of the free world. 7 tha 
Work in the field of materials has been going forward for several — as. 
months in the organization for European Economic Cooperation, and, = sul 
more recently, in the North Atlantic Treaty Organization, and inthe == ""! 
Organization of American States. The OEEC in particular has made = — 495 
valuable studies of the growing problem of scarce materials. Never- = whi 
theless, a continuing international machinery is needed through which =~ __ tha 
all of the interested governments of the free world, whether or not F pr? 
they are members of the OEEC or NATO or OAS organizations, can — for 
cooperate in the solution of these material shortages which are world- U 
wide in scope and effect. — Ba 
Accordingly, the Governments of the United States, United King- sO 
dom, and France announced on January 12, 1951, that they had 7 os 
agreed that proposals should be made to other iterested governments 
for the creation of a number of standing international commodity 
groups representing the governments of producing and consuming 
countries throughout the free world which have a substantial interest . 
in the commodity concerned. 3 i 
: na 
2 tim: 
FORMATION OF THE IMC 7 5os 
Invitations were sent by the Government of the United States to . mr 
other friendly interested governments for the establishment of these = sho 
commodity groups or committees. Tr 


I will not go into all the details. There were six groups established 
originally. One was on copper, zinc, and lead; another on sulfur; a 
third on cotton and cotton linters; a fourth on tungsten and molyb- 
denum ; a fifth on manganese, nickel, and cobalt; a sixth on wool. An- 
other one on pulp and paper has been set up recently. 

The purpose of these committees is to consider and recommend to 
the governments the specific action which should be taken in the case 
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of each commodity in order to expand production, increase availability, 
conserve supplies, and assure the most effective distribution and 
utilization of supplies among the consuming countries. 

The Sulfur Committee, to which I will confine my remarks now, 
was set up and is composed of 11 countries. The members are Aus- 
tralia, Belgium, Brazil, Canada, France, Italy, New Zealand, Union 
of South Africa, United Kingdom, United States, and Switzerland. 
Those are the present members of the committee. The committee 
started on March 1 and has been in session practically ever since. 
They have gone into considerable statistical study of the situation and 
have come up with a report which was issued just recently. I have 
a copy of a press release here which I shall be glad to file. 

Mr. Beckworrn. Without objection the committee will receive it 
and use it as it sees fit. 

Mr. Sweer. Yes; I will just read parts of it for this purpose. 

Mr. Beckwortn. We may have a copy of it? 

Mr. Sweer. Yes; certainly. 

(The press release referred to is as follows :) 


INTERNATIONAL MATERIALS CONFERENCE 
Wasuinoton, D. C., May 4, 1951. 


Press Release No. 22 


The Sulfur Committee of the International Materials Conference announces 
that it has sent to member and nonmember governments its first report, as well 
as questionnaires which call for statistical data and information relating to 
sulfur and sulfur-bearing materials. Report No. 1 is a report of and recom- 
mendations on the production, conservation, and control of sulfur. 

The report states that, for the free world, requirements of native sulfur in 
1951 are expected to exceed supply by at least 1,000,000 tons. This shortage, 
which may be intensified as the demand for sulfur increases, makes it essential 
that not only should production of native sulfur be maintained, and if possible 
increased, but that the maximum effort should be made to produce and use 
other sulfur-bearing materials, to conserve sulfur and substitute other materials 
for it, and to control domestic distribution and use. 

Unless remedial steps are taken immediately and prosecuted with the greatest 
possible vigor the deficiency between supply and demand will continue to in- 
crease. 

Of the several ways available for supplementing supplies of native sulfur the 
most promising appear to be— 

1. Increased production of pyrites and increased use thereof in the manu- 
facture of sulfuric acid: 

2. Increased use of waste smelter (roaster) and industrial gases; 

3. Expansion of the use of raw materials, such as anhydrite and gypsum 
in the manufacturing of sulfuric acid and ammonium sulfate. 

The installation and modification of plants and the putting into operation of 
plans to mine, recover, and transport pyrites and other raw materials will take 
time. Meanwhile, it is essential that sulfur should be conserved as much as 
possible and that it should be used only for essential purposes or where it can- 
not be replaced by other materials. 

The measures outlined above will not provide a remedy for the immediate 
shortage and the Committee is considering methods of effective distribution of 
available snpplies of sulfur. 

The committee recommends that— 

1. Every country should make a critical examination of its resources of 
sulfur and sulfur-bearing materials and develop them to the maximum 
extent practicable, especially for the production of sulfuric acid; 

2. Those countries which have no resources of sulfur and sulfur-bearing 
materials or whose resources are small should examine the possibility of 
obtaining raw materials other than sulfur from elsewhere and of using them 
as far as practicable, especially in the manufacture of sulfuric acid; 
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8. Conservation in the use of sulfur should be practiced wherever possible ; 

4. Where it has not been done already control of the use of sulfur should 
be instituted so that it will not be used wastefully or for nonessential pur- 
poses ; 

5. Since, in certain countries, the earliest possible completion of projects 
for the production of pyrites and for the use of pyrites as a source of sulfur 
is desirable, countries supplying plant and equipment for such purposes 
should facilitate its manufacture and delivery ; 

6. To assist the committee in the continuation of its work, each country 
should furnish to the committee not later than October 31, 1951, a report 
indicating the progress made in implementing any or all of the recommenda- 
tions in 1, 2, 3, and 4. 

Sulfur or its principal compounds—sulfuriec acid, sulfur dioxide and carbon 
bisulfide—are essential in most industries and are of high defense importance. 
Examination of statistics reveals that since 1949 demand for sulfur, as such, 
has increased by 32 percent. This increase is due to expansion in the use ot 
sulfuric acid for superphosphate, ammonium sulfate, textiles, dyestuffs, metal- 
lurgical and other uses; sulfur dioxide for wood pulp: carbon bisulfide, mostly 
for rayon; agriculture for dusts, insecticides, etc.; industry for rubber, dyestuffs, 
explosives, food processing, ete. 

Sulfuric acid is the predominant consumer of sulfur. Statistics available to 
the Committee, though incomplete, reveal that in 1939 approximately half the 
sulfuric acid produced in the world was made from pyrites and approximately 
35 percent from native sulfur. In 1949 the percentage of these materials used in 
making acid had been reversed. 

This position developed because sulfur of high purity from salt domes in 
Texas and Louisiana became available in large quantities at a price which, 
generally speaking, made it the most attractive source of sulfur for many 
countries. The Committee’s inquiries reveal, however, that production of sulfur 
from the United States is not keeping pace with demand and that the known 
reserves of sulfur in these domes are not large enough to meet world demand 
at current levels. 

In reaching its recommendations, the Sulfur Committee considered the 
following: 


1. PRODUCTION—METHODS OF EXPANDING PRODUCTION OF SULFUR AND SULFUR- 
BEARING MATERIALS 


Examination of the statements submitted by members of the Committee sug- 
gests that the following possible sources of supply would repay investigation: 

(i) Native sulfur. 

(ii) Pyrites. 

(iii) Smelter (roaster) gases, e. g., from roasting of ores of zinc, copper, 
and lead. 

(iv) Anhydrite and gypsum. 

(v) Spent oxide from coal gas, coke-oven gas, and flue gases from power 
stations. 

(vi) Natural gas. 

(vii) Crude oil, cracking and refining. 

Brief notes on the above topics ((i) through (vii)) follow herewith. The 

object of the inclusion of these notes is— 
(a) To indicate the significance of each source; 
(b) To suggest the directions in which investigations might be made for 
sources of supply; and 
(c) By referring to methods of production and utilization of the different 
raw materials already practiced, to indicate to those countries with unde- 
veloped resources, ways in which they may be able to contribute to the world 
supply of sulfur. 
(i) Native sulfur 

The technique of production of sulfur from domes by the Frasch process is 
well known; increased production by this method depends largely on discovery 
of new domes of adequate size. 

Deposits of sulfur occur at the surface and at shallow depths in the western 
United States. The deposits are different from the domes worked by the Frasch 
method. Processes have been developed in the United States which show con- 
siderable promise for the commercial production of high-grade elemental sulfur 
from this type of deposit. 
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In Italy a comprehensive program is in hand for modernizing and expanding 
the sulfur industry. The program includes improved methods of mining (includ- 
ing mechanization) and of underground haulage. Steps are being taken to install 
flotation plants and a new method of distillation will be introduced. Exploration 
for new deposits is being conducted on a large scale. 

Examination of information available concerning the geological environments 
in which the United States and Italian deposits occur may suggest possibilities 
for exploration for similar deposits in other countries. 


(ii) Pyrites 

Important quantities of pyrites can be obtained economically in certain loca- 
tions (a) by mining it as the primary product, where it occurs in sufficiently 
large quantities, particularly if other metals are associated with it and are 
economically recoverable; (0) as a byproduct from the mining of other metals; 
(c) as a byproduct from coal mining. 

Considerable quantities of pyrites are being mined and/or recovered already 
as a byproduct of the mining of other metals, e. g., copper, gold, and tin. Thus 
the methods of production and recovery are well established. 

Some coal as mined contains significant quantities of pyrites, some of which 
is probably economically recoverable. Small quantities of pyrites have been 
recovered from the mining of coal in the United Kingdom for many years. 

Pyrites has long been used in many countries as a raw material for the manu- 
facture of sulfuric acid and several countries have plans for increasing the use 
of pyrites for this purpose. These plans include the mining and/or recovery 
of larger quantities of pyrites, conversion of sulfur-burning plants and the erec- 
tion of new plants. It is certain that greatly increased quantities of pyrites 
can be obtained in several countries. 

If there is a market for sulfuric acid within a reasonable distance of a pyrites 
roaster the most economic method of using the roaster gases is by conversion to 
sulfurie acid. In remote localities or where the demand for sulfuric acid is 
substantially less than the potential capacity to produce it, an economic method 
of recovery of the sulfur as elemental sulfur would be of great value. The 
development of such a method by providing a transportable product would also 
increase availability of world supplies of sulfur. 

Research and development have been carried on for many years to devise com- 
mercial methods for the recovery of elemental sulfur, both directly from sulfide 
ores and from byproduct metallurgical gases. As a result, several processes 
which are technically feasible have been developed, but only two or three have 
been applied commercially, and then only under the special conditions existing. 


(iii) Smelter (roaster) gases 

Where a market for sulfuric acid is conveniently situated in relation to smelters 
(roasters), gases derived from the roasting of zine concentrates generally repre- 
sent an economic source of sulfur for use in the manufacture of sulfuric acid. 
There is strong inducement, therefore, for zinc roaster gases to be used wherever 
conditions are favorable and this is a common practice. However, there are 
substantial quantities of sulfur available from the roasting of zinc concentrates 
which are not being recovered. 

Sulfur is also recovered from the roasting of copper and lead ores, but not 
to the same extent as from the roasting of zine concentrates. So far, no compre- 
hensive survey has been made of the quantity which would be available if this 
sulfur were recovered, but it is known that it is large. 


(iv) Anhydrite and gypsum 

These minerals occur in large quantities in many countries and represent an 
important reserve of sulfur. Anhydrite can be used directly for the manufae- 
ture of sulfuric acid, and in Europe it has been demonstrated that this is eco- 
nomical, provided there is also a market for the cement which is a byproduct of 
the process. The United Kingdom already makes considerable quantities of 
sulfuric acid from anhydrite and plans to increase production from this raw 
material. 

Anhydrite and gypsum may be substituted for sulfuric acid in the manufacture 
of ammonium sulfate. A large part of the ammonium sulfate produced in the 
United Kingdom is made directly from anhydrite, and this method is also used 
in France. In the Netherlands and Belgium new processes have been worked 
out in which gypsum is substituted for sulfuric acid in the manufacture of 
ammonium sulfate. 
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The development of processes for the economic use of anhydrite and gypsum 
provides an opportunity for those countries which have resources (or access to 
resources) of those minerals to examine the possibility of using them in the 
manufacture of sulfuric acid and/or ammonium sulfate. 


(v) Spent oride 

The methods which can be used to recover sulfur from coal gas and from coke- 
oven gases are well known. In most countries sulfur must be removed from coal 
gas and the spent-oxide method is the one commonly used. It appears that the 
resultant spent oxide is not fully utilized ; in the United Kingdom, however, it is 
employed in acid making, and in France it is made into “black” sulfur, which 
can be used for vine dressing in place of native sulfur. 


(vi) Natural gas 

Important quantities of sulfur are recovered from natural gas in the United 
States. It may be noted also that it is planned to recover 12,000 tons of ele- 
mental sulfur annually from natural gas in western Canada, commencing in 
1952. Few countries have an important natural gas industry, and the percent- 
age of sulfur present in natural gas has a wide range. However, those countries 
which produce natural gas in significant quantities should examine the possi- 
bilities of recovering sulfur from this source. 

(vii) Crude oil—Cracking and refining 

Sulfur occurs in crude oil and may be recovered from it in the process of 
refining or cracking. It appears that until recently comparatively little has 
heen done to recover the sulfur available from this source. In cracking plants 
now being erected in the United Kingdom and the Netherlands, however, provision 
is being made for the recovery of sulfur. Research is being carried on in the 
United Kingdom and elsewhere into the recovery of sulfur from residual fuel oil. 

In Brazil consideration is being given to the possibility of recovering sulfur 
as part of a plan to develop shale oil deposits in the Paraiba Valley. 
2. CONSERVATION OF SULFUR AND SULFUR-BEARING MATERIALS 


-- 


Statements by the various delegations indicate that in certain countries and 
under certain conditions sulfur can be conserved in the following ways: 

(a) By regeneration of sulfuric acid used in the manufacture of aviation gasv- 
line. Recovery is practicable only in those countries where the manufacture of 
aviation gasoline is extensive. 

(b) By recovery of sulfuric acid used for pickling steel and in the manufac- 
ture of titanium dioxide. This type of recovery is especially applicable where 
the units are large. 

(c) In the production of triple superphosphate approximately 10 percent more 
of equivalent sulfur is required than for normal superphosphate. However, the 
calcium sulfate which is obtained as a byproduct from the production of triple 
superphosphate can be utilized in certain other manufacturing processes, e. g., 
in some countries calcium sulfate (as indicated above) is used to produce am- 
monium sulfate, thereby reducing consumption of sulfuric acid. 

(7d) Finely ground rock phosphate may be used as a soil dressing. Scope for 
this method of conservation is limited, as it can be used only where soil and 
climatie conditions are suitable. However, where these conditions exist the use 
of ground rock phosphate is worthy of further investigation, especially during 
the present shortage of sulfur. 

(e) The usefulness of a given amount of sulfur can be doubled through the 
utilization of sulfuric acid in manufacturing potassium or sodium sulfate, thus 
obtaining hydrochloric acid as a byproduct. Hydrochloric acid, in turn, ean be 
used in the manufacture of dicalcium phosphate. 

(f) Active research, having as its objective the development of processes for 
the recovery of carbon bisulfide and sodium sulfate, is being conducted in many 
rayon-producing countries. No inexpensive process has been developed so far. 

(7) The more efficient use of sulfur in the manufacture of paper and pulp 
is being studied ; so far it would seem that this can be achieved only at the expense 
of wood pulp yield. Where paper and pulp factories are using chemically pre- 
pared salt cake, a large amount of sulfur can be conserved by the use of the 
electrofilter recovery process, 


3. SUBSTITUTION OF OTHER MATERIALS FOR SULFUR AND SULFUR-BEARING MATERIALS 


(a) The use of sulfur can be dispensed with in the manufacture of concen- 
trated superphosphate (45 percent P.0;), which can be made by treating phos- 
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phate rock with phosphoric acid. The phosphoric acid is produced from phos- 
phorus which is made from phosphate rock by the electric-furnace process. This 
method can be used only where very cheap power is available. 

(b) In several countries nitric acid has been substituted for sulfuric acid in 
the manufacture of fertilizers. 








4. CONTROL OF THE DISTRIBUTION AND USE OF SULFUR AND SULFUR DERIVATIVES 





A number of countries have already taken or are taking measures to control 
the internal consumption or distribution of sulfur and/or of sulfur derivatives in 
order to ensure that with the supplies available some degree of priority is given 
to what each country considers to be the more essential uses. 

The methods adopted naturally vary from country to country. They include 
complete statutory control over both sulfur and sulfuric acid; allocation of sulfur 
and sulfur derivatives by consultation between government and industry; 
adoption of methods of conservation and substitution (as outlined in sees. 3 
and 4 of this report) under government control. 


Mr. Sweer. This report, which is the first report of the Sulfur Com- 
mittee, states: 


For the free world, requirements of native sulfur in 1951 are expected to 
exceed supply by at least 1,000,000 tons. This shortage, which may be intensi- 
fied as the demand for sulfur increases, makes it essential that not only should 
production of native sulfur be maintained, and if possible increased, but that 
the maximum effort should be made to produce and use other sulfur-bearing 
materials to conserve sulfur and substitute other materials for it, and to control 
domestic distribution and use. 

Unless remedial steps are taken immediately and prosecuted with the greatest 
possible vigor the deficiency between supply and demand will continue to in- 
crease. 

Of the several ways available for supplementing supplies of native sulfur 
the most promising appear to be— 

1. Increased production of pyrites and increased use thereof in the man- 
ufacture of sulfuric acid. 

2 Increased use of waste smelter (roaster) and industrial gases. 

3. Expansion of the use of raw materials such as anhydrite and gypsum 
in the manufacture of sulfuric acid and ammonium sulfate. 

The installation and modification of plants and the putting into operation 
of plans to mine, recover, and transport pyrites and other raw materials will 
take time. Meanwhile, it is essential that sulfur should be conserved as much 
as possible and that it should be used only for essential purposes or where it 
cannot be replaced by other materials. 

The measures outlined above will not provide a remedy for the immediate 
shortage and the committee is considering methods of effective distribution of 
available supplies of sulfur. 


The Committee has made recommendations to each one of its gov- 
ernments. I might add here that the Committee is more or less auton- 
omous. The members represent the governments but they do not com- 
mit the governments. All they can do is recommend to the various 
governments that certain steps be taken. The report recommends the 
following: 


1. Every country should make a critical examination of its resources of sulfur 
and sulfur-bearing materials and develop them to the maximum extent practi- 
cable, especially for the production of sulfuric acid. 

2. Those countries which have no resources of sulfur and sulfur-bearing 
materials or whose resources are small should examine the possibility of 
obtaining raw materials other than sulfur from elsewhere and of using them 
as far as practicable, especially in the manufacture of sulfuric acid. 

3. Conservation in the use of sulfur should be practiced wherever possible. 

4. Where it has not been done already, control of the use of sulfur should be 
instituted so that it will not be used wastefully or for nonessential purposes. 

5. Since, in certain countries, the earliest possible completion of projects for 
the production of pyrites and for the use of pyrites as a source of sulfur is 
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desirable, countries supplying plant and equipment for such purposes should 
facilitate its manufacture and delivery. 

6. To assist the Committee in the continuation of its work, each country 
should furnish to the Committee not later than October 31, 1951, a report indi- 
cating the progress made in implementing any or all of the recommendations 
in 1, 2,3, and 4. 

Now those recommendations have gone to all countries who are 
members of the Committee as well as all nonmember countries, That 
is, they have been sent to all the nonmember consuming countries of 
the world even though they are not members of the Committee. 

A questionnaire has also been sent to those countries asking them for 
statistical information, that is, what their production is, their require- 
ments, their consumption pattern, their end uses of the sulfur, and 
so forth. 

Those figures were due May 20, and we hope we will have them in 
very shortly. They are not yet in. The first figures that were used 
by the Committee were preliminary. We are now getting confirma- 
tion of those figures which we hope to have within the next 2 or 3 
weeks, 

That is the first report. There is considerably more detail in con- 
nection with this report. I do not think I shall read it to you unless 
you wish me to. I shall be glad to give it to the reporter and you 
‘an use whatever portion of it you wish in your hearing. 

Mr. Beckworrn. That will be done. 

Mr. Sweer. Thank you. If you have any questions about this 
work or any portion of it, I shall be glad to try to answer them. 

I might mention this fact. The question was brought up as to 
what particular products caused the increase in the use of sulfur. 
I think this gives you the answer. The question was asked of Dr. 
Boyd as to the increase in usage. The Committee has investigated that 
and finds that since 1949 the increase in demand in 1951 for sulfuric 
acid was 33 percent. Sulfur dioxide, which is used mainly for wood 
pulp, shows an increase of 43 percent. Carbon bisulfide, which is 
used mainly for rayon, shows an increase of 56 percent over the 1949 
consumption. Agriculture for dusts, insecticides, and so forth, shows 
an increase of 11 percent. Other uses, such as rubber, dyestuffs, ex- 
plosives, food processing, and so forth, show an increase of 30 percent. 
That is where your large increases are coming in the use of sulfur 
as such. 

Mr. Beckwortn. Does that finish your statement ? 

Mr. Sweer. Yes; I shall be glad to amplify it if you have any 
questions. 

Mr. BeckwortH. Based on what you have found out in conferences 
that you have referred to, do you foresee rationing shortly? 

Mr. Sweer. The Conference has recommended that where it has 
not been done already, controls should be exercised over the use of 
sulfur, 

Mr. Beckwortn. How soon? 

Mr. Sweer. You are talking now of the United States? All 
countries are supposed to control it. That is the recommendation of 
the Committee. I think in most countries it is under control. In the 
United Kingdom it is under control now. You cannot get any sulfur 
without a license issued by the Board of Trade. They distribute it 
to the different industries. 

In the case of United States, sulfuric acid is now under control. 
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Mr. Becxworrtu. Sulfuric acid is now under control ? 

Mr. Sweer. Sulfuric acid is presently under control. I would 
rather that NPA answer this question but it is under control. There 
is an order out which controls sulfuric acid in certain states. 

Mr. Beckxworrn. Do you foresee that sulfur or its derivatives will 
likely be a rationed commodity soon throughout this country? 

Mr. Sweet. I think so. You are asking my personal opinion? 

Mr. Beckwortu. Yes. 

Mr. Sweet. I think so. 

Mr. Becxwortu. How soon? 

Mr. Sweer. It is hard to tell, but I would say shortly, within a 
month or so. 

Mr. Becxwortu. There is one reason that could be expected soon 
perhaps. I have understood the reserves are built up at a certain 
season of the year, that perhaps right now the reserves are pretty 
good, the reserves are being depleted and the big question will be 
whether or not they can be replaced. That is the reason I am asking 
that question. 

Mr. Sweet. Well, there is a voluntary control now on the part 
of the sulfur producers, as you perhaps know. They voluntarily cut 
their consumers on the basis of past performance or on the basis of 
contracts, 

I think NPA is better qualified to answer that than I am. 

Mr. Beckworrn. You are with ECA now ? 

Mr. Sweer. ECA, yes; that is right. 

Mr. Becxwortn. In the ECA work that has been done has any 
appreciable help been given to various plants in the various foreign 
countries to increase their sulfur production ¢ 

Mr. Sweer. We have had several applications; yes, sir, for assist- 
ance, that is for priority assistance to get equipment here which will 
xo over there. The procedure on that is for ECA to request NPA 
oe this priority assistance. They havea control in NPA as to whether 
they will issue a so-called DO rating or directive on a particular manu- 
facturer to deliver equipment. 

Mr. Beckworrn. How many projects has ECA recommended ? 

Mr. Swerr. We have one in the mill now which has not yet been 
finished. We have not all the documents in on it yet. It is in the 
works, 

Mr. Beckwortu. You have one in the mill? 

Mr. Sweer. That is right. 

There may be another one, too. That is also under consideration. 
You see, much of the equipment on this expansion can be obtained 
overseas and wherever that can be done we want them to do that, that 
is, to buy their equipment in Europe to save the dollars if they can 
possibly do it. 

Where there are bottleneck items, then they may have to come to 
us for help. ; 

Mr. Beckworrn. How many projects that you know of that have 
been recommended by ECA are now being built or have already been 
completed ? ; 

Mr. Sweer. That is a long difficult program for me to spell out here 
without reference to the actual projects. I do not have them handy 
with me. I did not bring them, but there are programs in hand in 
each one of those countries, especially in the United Kingdom, to bring 





78 NEWSPRINT INVESTIGATION 
about this conversion. I did not bring those figures with me, I am 


sorry. 

Mr. Becxwortu. Will you supply them to the committee? 

Mr. Sweer. Yes. 

(The information referred to follows :) 

Avue6ust 7, 1951. 
Hon. LinpLey Beck worth, 
Chairman, Special Subcommittee on Newsprint, 
Washington, D.C. 

Dear Mr. BeckwortH: With reference to ECA activities in assisting foreign 
countries to expend the production of sulfur and pyrites and to convert sulfur- 
burning plants to pyrites-burning plants, ECA officials in the office of the special 
representative in Paris have been working closely with members of the Organ- 
ization for European Economic Cooperation in trying to resolve the sulfur 
problem. ECA has repeatedly stressed the need of conserving sulfur in European 
countries and has urged governments to take positive steps to conserve sulfur 
and to convert plants to pyrites in order to reduce the drain of sulfur from the 
United States. 

In the United Kingdom the ECA mission has been cooperating with the 
United Kingdom officials to assist them in their conversion program. Although 
it is probable that most of the equipment will be purchased from nondollar 
sources, some items may be procured in the United States, and ECA is prepared 
to request necessary priority assistance to hasten delivery of such items. 

In Italy ECA is assisting the Italian Government in increasing the produc- 
tion of sulfur. The Italian Cabinet has indorsed a loan of 9 billion lira to be 
used in the sulfur development program. This loan has been approved by the 
Senate and is expected to be approved shortly by the Chamber of Deputies. 
The use of counterpart funds has a bearing on this Italian legislative action. 
In order to expedite the start of this program, ECA has agreed to the advance 
of 200 million lira of counterpart against Italian Government guaranties and 
has given active technical assistance to start geological explorations. Tech- 
nicians have been through the mines and recommended plans for breaking 
bottlenecks. ECA hus also agreed to the utilization of 2 billion lira from 
counterpart already programed for loans to procure machinery. The mission 
is also engaged in helping the Italian Government to get an agreement on a 
lubor incentive plan. 

In Portugal ECA has given assistance in increasing the production of pyrites. 
ECA Washington has requested the National Production Authority to grant 
priority assistance for procurement from the United States of an air compressor 
and spare parts valued at $35,360 as part of the equipment needed for this 
expansion of pyrites production. 

In Greece the mission has been active in the expansion of pyrites production, 
and at.the request of ECA priority assistance was granted by the National 
Production Authority for the procurement from the United States of equipment 
valued at approximately $50,000 as part of this program. 

Yours very truly, 
T. L. Sweet, 
Chief, Combined Materials Branch, Industrial Commodities Division. 

Mr. Dotutver. As one of the employees of the Economic Cooperation 
Administration, are you under the State Department or is that inde- 
pendent of the State Department ? 

Mr. Sweer. ECA isa separate organization. 

Mr. Dotiiver. These various committees that you have mentioned 
are set up by ECA? 

Mr. Sweer. No; they were set up by the United States Government 
through the State Department. They report now to a central group, 
that is, the individual members report to DPA, which is the Defense 
Production Administration; DPA acts only in an advisory capacity. 

Mr. Dotitver. Actually you are appearing here in a dual capacity 
asa member of ECA ? ; 

Mr. Sweer. I have one hat on, I started in as the United States 
representative. 
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Mr. Dotuiver. In one sense you represent the Economic Cooperation 
Administration and your presence on the Sulfur Committee of the In- 
ternational Materials Conference is in connection wtih the State De- 
partment ? 

Mr. Sweet. No. I represent the whole United States Government. 

Mr. Dottiver. But it is set up through the State Department ? 

Mr. Sweet. Through the State Department; yes, administratively. 

Mr. Dotitver. Now I thought I caught the statement that there 
was one of these committees of the International Materials Conference 
on Sulfur. 

Mr. Sweet. Sulfur and another one on pulp and paper. 

Mr. Dotutver. There must be some kind of overlapping there, I 
would think between the Committee on Pulp and Paper and the com- 
mittee on sulfur. Because they are so very closely related, are they 
not ? 

Mr. Sweer. The Pulp and Paper Committee does work separately. 
They are set up as a separate committee. 

Mr. Dotuiver. Are you on that? 

Mr. Sweer. No,sir. Mr. Ticoulat is on that. 

Mr. Dottiver. Do you have the same countries involved in the sulfur 
committee as on the pulp and paper committee ¢ 

Mr. Sweet. I am sorry I did not bring that pulp and paper member- 
bership with me. I can get it for you. 

(The information is as follows :) 


INTERNATIONAL MATERIALS CONFERENCE 
Washington, D. C. 
IMC participation, May 4, 1951 


| | 3 3 
| Commodity Committees 


Central | 

| group |Copper- 
| gine- | Sulfur 

lead | 


Manga-| | 
nese- , 

nickel- | We! 

cobalt 


_| Tung- 
Sten- 

'molyb- 

| denum 


Countries and organizations Cotton 


cotton 
linters 


Pulp- 
paper 


Australia._........ 
Austria ‘ 
Belgium... -- 
Bolivia... 
Brazil 


Canada 
Chile__. 
Cuba. 
France 


Germany, Federal Republic of - - at ee 


India... .. 
Italy __ _- 
Mexico_______- 
Netherlands 
New Zealand... 
Norway 

Peru : 
Portugal __ _. 
Spain 

Sweden : ne 
of, en a a, 
Union of South Africa 

United Kingdom. __-- 

United States 


Uruguay ios widebea iced 

Organization of American States. 

Organization for European Eco- 
nomic Cooperation - - 


Spee ee eee 


1x x! xx! | 





' xx! 


' xX 


xx 
| xx! Xx! Xx 
x 


x 


XXX 


' xx 


' «x! &! XxX 


xx X 


x 
XK KKK 


Kx: 


x 
OE HG) et RDC! 


XR XK 








80 NEWSPRINT INVESTIGATION 


Mr. Dottiver. You are not able to state it offhand? You do not 
know whether it is the same composition ? 

Mr. Sweer. It might be different countries. Some of them will be 
the same and probably there will be others that are not on the sulfur 
committee but on the pulp and paper committee and vice versa. 

Mr. Doxutver. In any event all these committees are merely ad- 
visory in their capacity ? 

Mr. Sweet. That is right. 

Mr. Do.utver. Your particular group does not undertake to say 
what shall be done; you merely sugest what should be done? 

Mr. Sweet. They make recommendations to the governments. 
Naturally, since the governments have representatives on the com- 
mittees, the representatives are not supposed to make recommenda- 
tions which they do not think the governments will accept. 

Mr. Dottiver. Obviously your function would be meaningless 
unless at least a goodly proportion of your recommendations were 
followed through. 

Mr. Sweer. That is right. 

Mr. Dotiiver. I am talking about the legal implications. There is 
no legal authority that you exercise except in an advisory capacity ? 

Mr. Sweer. That is correct. 

Mr. Dotuiver. Now I think I understood you to say that there was 
a very acute shortage of sulfur at the present time. And it is world- 
wide in scope and that by far the greatest production in sulfur comes 
from the United States. 

Mr. Sweer. That is right. 

Mr. Dotutver. Now let us explore what you have found out in 
your capacity as a member of the ECA as to the production possibili- 
ties of sulfur in these other countries which are represented on this 
sulfur committee. Would you go into that ? 

Mr. Sweer. Yes, sir. The Gnited States produces roughly about 
90 percent of all native sulfur in the world. 

The only other production in Europe of native sulfur or what 
we call crude sulfur is in Italy. Norway also produces some. They 
produce it by the recovery method but they do produce sulfur. 

So there are two sources in Europe that produce sulfur—Norway 
and Italy—that amount to anything at all. The rest of them are very, 
very small. France produces a small quantity, something like 14,000 
tons. There is no export. They use it all themselves. The only ex- 
porting countries are Norway and Italy. 

Mr. Dottiver. Aside from the United States? 

Mr. Sweet. Aside from the United States, and in South America, 
Chile, a little bit. Japan produces but they use it all themselves. 
They used to export. 

Mr. Dotuiver. Sweden is not on the list. 

Mr. Sweer. Sweden is a consumer. They receive most of their 
sulfur from Norway. 

Mr. Dottiver. Of course none of the countries of the United King- 
dom which you named there, Australia, New Zealand, Great Britain, 
South Africa, Canada, produce any sulfur at all, do they ? 

Mr. Sweet. They produce no native sulfur. 

Mr. Dottiver. They do not produce sulfur, period. 

Mr. Sweer. They have pyrites and other sulfur-bearing materials. 
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Canada has that. United Kingdom has very little. They have to 
import practically everything. They have to import sulfur or pyrites 
or something else. They do have gypsum or anhydrite that was re- 
ferred to by the previous speaker. They are developing that anhy- 
drite over there. They also have to conv ert their plants from burning 
sulfur to burning pyrites. That is the program which is in process 
right now. That program will take about 18 months to 2 years to 
complete i in its entirety. It comes in stages. For example, the rest of 
this year there is no benefit to be gained. Gradually during 1952 the 
use of sulfur will start to go down, so you get a gr adual decrease 
quarter by quarter in the amount of sulfur they use as these other 
facilities commence to operate. 

Mr. Dotttver. Now if I misinterpret what I say, please correct me, 
but I understand, actually, the United States is virtually the only 
large exporting country for sulfur? 

Mr. Sweet. That is correct. 

Mr. Dottiver. So really what you are doing as a member of the 
sulfur committee with these other nonproducing or nonexporting 
countries at least, is to simply allocate what the United States has 
throughout the rest of the world. Is that about it? 

Mr. Sweer. That is it in a sense. We sit down and talk over their 
requirements with them. This is all new actual allocation, it has not 
happened yet, but the countries have submitted to this group their 
requirements and these are being looked into. The committee will 
eventually make a recommendation as to what they believe to be an 
equitable distribution of the total world supply of sulfur. 

Mr. Dotutver. The total world supply really means what the United 
States is going to export to these other countries ? 

Mr. Sweet. That is correct, although there is some that comes from 
some of the other countries. 

Mr. Dottiver. With 90 percent of the production coming from the 
United States, it is our country that is furnishing the w orld supply of 
sulphur. 

Mr. Sweet. That is correct. 

Mr. Doxtiver. So if we deplete our supply when there is a short 
sup] ply, why it is our own fault, is it not? 

ow who is it who makes the determinations? You say you do not 
do it? Who makes the determination as to how much sulfur is there to 
be allocated to these various countries which submit their require- 
ments ¢ 

Mr. Sweet. The present system calls for that to be done by the 
Department of Commerce; that is, export control. Mr. Macy will 

talk about the export control of sulfur. He is the next speaker. 

Mr. Dotuiver. The decision then will be made in the Department 
of Commerce based upon the recommendations that you have de- 
veloped ? 

Mr. Sweet. Plus what is received independently by the Depart- 
ment from foreign countries. 

Mr. Dotiiver. Will that be true in case rationing is followed here? 

Mr. Sweet. Rationing of the United States supply ¢ 

Mr. Dotuiver. Yes. 

Mr. Sweer. Well, it would all tie in actually. I mean these de- 
terminations are worked out through interagency committees. 
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Mr. Douuver. Let me ask you another question which has a little 
different connotation. Actually this committee of which you spoke 
is relatively new in its organization / 

Mr. Sweer. Yes; brand-new. 

Mr. Dotuiiver. Actually none of its recommendations have been put 
into effect at this time / 

Mr. Sweer. They have been recommended; that is all you can say 
at the moment. This report went forth, I think, April 12. So, it is 
pretty recent. 

Mr. Douttver. Are those recommendations now in the hands of 
the Commerce Department for their determination / 

Mr. Sweer. In the hands of the United States Government as well 
as the other governments of the world. 

Mr. Dotiiver. Of course, what do the rest of the governments have 
to say about it? They are on the receiving end; are they not? 

Mr. Sweet. They are coming back with their reports. It says in 
the document they are supposed to report back what they are going 
to do about it. 

Mr. Doutiver. What can they do about it if we do not let them 
have it? 

Mr. Sweer. I am talking about the conservation measures, sir; and 
ways of increasing production. 

Mr. Douuiver. ‘The utilization of their supply ? 

Mr. Sweer. Yes, sir. 

Mr. Douiiver. You say the reports have not been received or 
formulated in any intelligible report / 

Mr. Sweer. This is the recommendation of the committee to gov- 
ernments: The governments have to come back to the committee and 
state what they will do about the recommendations. 

Mr. Dotuiver. Mr. Chairman, it would seem to me that it would be 
of very great informational value to this committee that we have those 
reports when they are formulated by the Sulfur Committee so that 
we can find out what the facts of life are with respect to sulfur. 

Mr. Sweer. I shall be glad to furnish to the committee certain mate- 
rials which we have. Some of it is classified, gentleman. 

Mr. Beckworru. Perhaps you could consider at least letting us 
have that information that you feel will be pertinent in executive 
session, if it is restricted ? 

Mr. Sweer. That is correct. 

Mr. Beckworrn. Could you give us for the record the actual supply- 
and-demand figures up to date? 

Mr. Sweer. The figure is roughly about 1,117,000 tons. Now, that 
is a preliminary figure. That is the shortage of the demand against 
supply. 

Mr. Beckwortu. That is not a final figure, you say ? 

Mr. Sweet. No; it isa preliminary figure. The demand is around 
6,800,000 tons, and the supply runs 5,700,000 tons, in round figures, 
leaving a deficit of 1,100,000 tons. 

Both figures are preliminary, subject to review and correction. 

Mr. Beckworrn. Could you give us a breakdown, Mr. Sweet, on the 
demand and supply? What is the best breakdown you have on de- 
mand ¢ 

Mr. Sweet. You mean how much goes into different uses ? 

Mr. Beckworrn. Yes. 
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Mr. Sweet. About 65 percent is for sulfuric acid. 

Mr. Beckwortu. Those figures are for what year? 

Mr. Sweet. I am talking about 1951. 

Mr. Becxwortn. Do you have figures for 1950 that you could make 
a part of the record ¢ 

Mr. Sweer. In 1950 sulfuric acid was 65.6 percent; sulfur dioxide, 
9.1 percent; carbon bisulphide, 7.1 percent; agriculture, 6.7 percent; 
and other uses, 11.5 percent. 

Mr. Beckwortu. Could you make the 1951 projection on that now ¢ 

Mx. Sweer. Approximately the same. 

Mr. Beckworru. In your revision if you could more or less itemize, 
we would like to get the difference. 

Mr. Sweer. If I could submit those separately to the committee 
in executive session or just send them to you, I would prefer that. 

Mr. Beckworrn. We will receive them if you feel they should be 
received by the committee. 

Mr. Harris. I wanted to ask you, Mr. Sweet, in your meetings with 
representatives from the other countries, if you were advised of efforts 
to increase production in other countries that are making demands 
on us. 

Mr. Sweet. Yes, sir; there are very strenuous efforts going forward, 
particularly in Italy, to increase production there. 

Mr. Harris. What does the picture look like ? 

Mr. Sweer. There is a big ve out. The Italian Senate has ap- 
proved money to expand the production there. The Italian Govern- 
ment has authorized lire to expand the production in Italy. 

Mr. Harris. What is the production in Italy ¢ 

Mr. Sweer. It was 230,000 tons in 1950, They hope to get up to 
300,000 or 400,000, 

Mr. Harris. Is there anything encouraging, or what would you 
say ¢ 
Mr. Sweet. I cannot answer what is going to happen in Italy, but 
we are going to do all we can as far as ECA is concerned. 

Mr. Harris. How about the other countries ¢ 

Mr. Sweet. The question of expanding pyrites and other sulfur 
materials in other countries is under study. The principal producer 
in that respect is Spain. 

Mr. Harris. From the work of this committee, which obviously is 
trying to distribute sulfur according to need as you indicated awhile 
ago to the whole free world, is there any indication that the demands 
on the United States production are going to be less? 

Mr. Sweer. The demands are not less; no. 

Mr. Harris. In the future does it appear that production will be 
increased in other countries ? 

Mr. Sweer. That is what we are trying to do in this committee and 
also to persuade these other countries that they must rely less on the 
United States as a source of supply. 

The members of the committee recognize that fact and are taking 
these steps in the various countries to make themselves less dependent 
on the United States; but, as Dr. Boyd pointed out, they have been 
dependent on the United States as a source of supply. The sulfur 
producers here had a good product at a good price, and it was the 
most economical way to produce sulfuric acid. They burned sulfur. 
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The other methods require more expensive equipment and result in a 
more expensive end product. Naturally there is some resistance to 
that. The governments must go after these companies and say, “You 
must make these conversions, because you are not going to get as much 
sulfur as you want from the United States in the future.” 

Mr. Harris. Were these countries dependent upon the United States 
prior to the war? 

Mr. Sweer. Yes, sir; they have been. I do not want to get into Mr. 
Macy’s field, but I think about 20 percent of our total production was 
exported prewar. 

Mr. Harris. That is about what we are exporting now ? 

Mr. Sweet. Less. 

Mr. Hetter. Mr. Sweet, is Italy now producing enough sulfur to 
take care of its own domestic demands? 

Mr. Sweer. Yes, sir. 

Mr. Hetier. Now, what about Norway? 

Mr. Sweet. Norway produces and exports. The two exportin 
countries are Norway and Italy. Both export. They take care of 
their own demands and they export. 

Mr. Hetter. To what degree do they export it? 

Mr. Sweet. Italy last year exported quite a bit, but they had some 
instock. This year they expect to export only around 50,000 to 70,000 
tons of crude. Norway’s figure is expected to be a little higher; it is 
70,000 tons to 80.000 tons. The total is around 120,000 to 150,000 tons. 

Mr. Hetter. Between the two? 

Mr. Sweet. Between the two, yes. 

Mr. Hetier. To what countries do they export? 

Mr. Sweet. Mostly within Europe; for example, Norway would 
sell to Sweden, right next door. Italy exports practically all around— 
some to France, to Germany, and others. They sent some to Australia 
last year. I do not know if they will send any this year. 

Mr. Hetter. Will there be any records indicating exactly to what 
countries ? 

Mr. Sweet. Yes; we have those countries’ export figures. 

Mr. Hetirr. Will you include them in this record ? 

Mr. Sweet. We can supply the figures for the past shipments, cer- 
tainly. 

(The information, when received, will be placed in the committee 
files. ) 

Mr. Hetrer. You say the International Materials Conference 
started in March? 

Mr. Sweet. March 1. 

Mr. Hetier. Are they still in progress? 

Mr. Sweet. Yes. 

Mr. Hetier. How long are they expected to last ? 

Mr. Sweet. Maybe 2 years. I do not know how long the shortages 
will last. 

Mr. Hetier. Now, as I understand it, there was a definite finding 
that sulfur be conserved; is that correct ? 

Mr. Sweet. Definitely. 

Mr. Hetier. Was there a definite finding that it was essential ? 

Mr. Sweer. Yes, sir. 

Mr. Hetier. Then, what was the procedure taken after that finding 
was established ? 
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Mr. Sweet. Well, the recommendation was made to all the countries 
to take all possible steps to conserve as much sulfur as they could. 
There are steps outlined in the report which I have given as to what 
might be done to conserve and to practice conservation of sulfur. 
It is quite dengthy. 

Mr. Hetier. You made some reference to some report that would 
subsequently be brought before the conference, and I think you men- 
tioned it would be forthcoming in October ? 

Mr. Sweet. Yes. 

Mr. Hetier. To what does that report refer? 

Mr. Sweet. That refers to the recommendations which were sub- 
mitted to the countries. We said, please take these steps—that is, 
conserve sulfur and produce more, and so forth—report back on Oc- 
tober 31 and let us know what you have done in this regard. That is 
what the committee has requested the governments to do. 

Mr. Herter. Would that not be an awfully long period to wait for 
an answer when the supply is so critical ? 

Mr. Sweet. Maybe so, but that is a question of reporting progress, 
sir—how much has been converted, what is the increase in production, 
and so forth. It is a progress report, really. 

Mr. Hetirr. I know, but we have the facts now; have we not? 

Why should we wait until October and then label it “a progress re- 
port”? 
Mr. Sweet. Maybe I had better amplify that. The members of the 
committee here can report tomorrow on what they are doing. They 
have already reported what each country is doing. Now they are 
asked to come back and say what is the progress by October 31. In 
other words it is an interim report. 

Mr. Hetter. You heard the question I asked Dr. Boyd with refer- 
ence to whether or not there ought to be an immediate allocation 
by this country ? 

Mr. Sweet. Yes. 

Mr. Hetter. What would be your answer to that question ? 

Mr. Sweet. I think so. That is my personal opinion. 

Mr. Hetter. That is what I mean, your personal opinion. 

Mr. Beckworru. How many representatives did each country have 
at this conference, just one? 

Mr. Sweet. They have one and an alternate; that is right. There 
is one member and there is an alternate who sits with him. Each 
country may have at the most three in the room at the same time. 

Mr. Beckwortu. When the conference was attended, I assume you 
represented our Government ? 

Mr. Sweet. I did. 

Mr. Becxwortu. Did you have someone? 

Mr. Sweet. I have an alternate, and I also have a lot of advisers 
from various other agencies of the Government. In other words, I 
have what we call an interagency advisory committee which I asked 
certain questions of to get advice to determine the United States po- 
sition. 

Mr. Beckwortu. Did you have someone from the State Depart- 
ment ? 

Mr. Sweer. State and all the others. 

Mr. Beckwortn. Commerce? 

Mr. Sweer. Commerce, Defense, Agriculture, and so on. 
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Mr. Becxwortnu. This might not be too pertinent, but is your back- 
ground one that concerns industry ¢ 

Mr. Sweer. Industry ? 

Mr. Becxworrn. Or have you been in the Government most of the 
time ? 

Mr. Sweer. I was with the War Production Board in 1942. Then 
I was in Germany with the military government afterthe war. I came 
back here. 

I also was in War Food Administration during the war. 

Mr. Beckworrn. Prior to the war? 

Mr. Sweer. Prior to that I was in business. 

Mr. Becxworru. What business ? 

Mr. Sweet. In the chemical business—baking powder, actually. I 
was with the Rumford Chemical Co., Providence, R. I 

Mr. Beckwortn. What is the present price of sulfur per ton / 

Mr. Sweer. There are two prices. The domestic price, I think, is 
$23—it is around there—and the export price is about $26. 

Mr. Beckwortn. That is sulfur produced primarily from the domes? 

Mr. Sweet. That is the crude sulfur. I would like to check those 
prices. That is about what it is. 

Mr. Becxwortru. Do you foresee crude-sulfur prices rising rapidly 
soon ? 

Mr. Sweer. I cannot answer that question. I just do not know. 
It has gone up a little, but not too much. I would have to check that, 
Mr. Chairman. I cannot remember offhand. 

Mr. Beckwortu. You do net expect any violent fluctuations? 

Mr. Sweer. No. 

Mr. Dotiiver. Mr. Sweet, I want to follow up what I was asking 
you about before, this exportation of surfur. Now sulfur is exported 
in other forms than as raw sulfur; is it not ? 

Mr. Sweer. Pyrites. 

Mr. Dotiiver. What other forms would those be ¢ 

Mr. Sweet. The various forms are pyrites, zinc blends, spent oxides, 
anhydrite, and gypeum. Those are the main ones. 

Mr. Dottitver. Now, in your discussion within your sulfur com- 
mittee, with these various countries, did you take into consideration 
those other items as well as the raw sulfur? 

Mr. Sweer. Yes, sir. 

Mr. Dotiiver. In other words, the whole picture was covered ? 

Mr. Sweet. Yes. 

Mr. Dotuiver. You say there is an extreme shortage, and that is 
what Dr. Boyd said also. I think I am correct in saying there has 
a falling off in production in this country. Am I correct about 
that‘ 

Mr. Sweer. A slight falling off. 

Mr. Dotriver. But that falling off does not represent the entire 
shortage; there is an increasing demand ? 

Mr. Sweer. Very definitely. 

Mr. Dotiiver. Now let us analyze that. What does that increase 
in demand come from ? 

Mr. Sweer. The increase in demand in 1951 over 1949 for sulfuric 
acid was 33 percent. 

Mr. Dotutver. I remember those figures. Does it come from the 
paper industry? Does it come from the munitions industry? Does 
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it come from fertilizer? From what does that excessive demand 


come ¢ 

Mr. Sweet. In sulfur dioxide the demand has increased 45 percent. 

Mr. Dotutver. What is sulfur dioxide ¢ 

Mr. Sweet. That is used in paper making. 

Fifty-six percent increase in carbon bisulfide, which is for rayon. 

Mr. Dotuiver. That is textiles? 

Mr. Sweet. Yes. Eleven percent increase for agriculture. That 
is 11 percent of what they had before, you see. 

Mr. Dotuiver. I did not quite get that. 

Mr. Sweet. The increase in demand today for that same type of 
thing is 11 percent more than it was in 1949. 

Mr. Doututver. That is in agriculture / 

Mr. Sweet. For agriculture—dusts, things like that, insecticides. 

Mr. Dotitver. That includes the fertilizer figure / 

Mr. Sweet. No; the fertilizer figure is part of the sulfuric acid 
figure. You make sulfuric acid and from that you make your super- 
phosphates and so on. 

Mr. Dotutver. None of that is recoverable at all; is it? 

Mr. Sweet. The sulfur? 

Mr. Dotutver. The sulfur that is used in fertilizers or pesticides? 

Mr. Sweer. No; that is not recoverable. 

Mr. Dotiiver. Now go ahead with the rest of the category. 

Mr. Sweer. The only other category is “Other uses” which increased 
a third. That includes dyestuffs, explosives, and other uses. 

Mr. Dotxiver. What is the increase in that / 

Mr. Sweet. About a third over 1949. 

Mr. Do.iiver. Now, can those demands be broken down into ton- 
nage demands ¢ 

Mr. Sweer. Yes. 

Mr. Dottiver. Do you have the tonnage demands? 

Mr. Sweet. I would like to submit those separately. 

Mr. Dottiver. We would like to correlate them with the percentage 
demands so that we will know what the absolute amounts are. 

Mr. Sweer. Yes. 

Mr. Dotutver. Will you also in that statement—and I think this 
would be useful, Mr. Chairman— indicate the increase of percentage 
demands and the increase of tonnage demands that are made by these 
various countries which are involved in this matter? Would that 
be possible ¢ 

Mr. Sweer. Yes; I think we can get this information together. 

I would like to talk to you in executive session if I may about that. 

Mr. Dotuiver. I think that concludes what I have. Thank you. 

Mr. Beckworrtn. I assume that the sulfur industry had an adviser? 

Mr. Swerr. Not in the international committee, is that what you 
mean? They have an adviser through NPA which advises me, but 
they do not attend the meetings. 

Mr. Beckworrn. That is the point. They know about this con- 
ference; they know much about what took place there ¢ 

Mr. Sweer. Yes. 

Mr. Becxworrn. And are aware of whatever critical or serious 
problems there are ¢ 

Mr. Sweer. The sulfur industry, I assure you, is well aware of the 
entire situation. 
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Mr. Becxkwortu. What I am trying to establish is that they are 
concerned with what happens in regard to these 11 countries. j C0 
Mr. Sweet. Concerned with what happens to all their customers. 
I want to emphasize, Mr. Chairman, that although these 11 countries 


are the only ones sitting on the committee, the committee has taken E o1 
and will take into account the requirements of all nonmember coun- q se 
tries as well and that these nonmember countries will be given a chance 
to be heard if they wish. They can present a paper or they can pre- 4 ce 
sent their story orally before the group. :: p 
Mr. Becxworrn. You mentioned several committees and among 
them was the pulp and paper committee. Were you on more than 3 A 
one? 
Mr. Sweer. No; I am on only the one. j 0! 


Mr. Beckworrnu. Has there been very much of an exchange of in- 
formation between these various committees such as between the paper 
and pulp committee and the committee you were on ? 


Mr. Sweer. Yes; we know each other. Some of the people are on 4 n 
the same committees. Not the United States, but from some of the i 
other countries. They are interlocked. They do not have enough . t! 
people, so they have to sit in on more than one committee. 4 

Mr. BeckwortH. Does anyone particularly familiar with the news- 1 
print industry have anything to do with advising you ? 

Mr. Sweet. No. I know Mr. Ticoulat; we have talked about it. q u 
He is the one who can answer those questions. 3 l 


Mr. Harris. Has your attention been called to the fact, Mr. Sweet, 
if it is a fact, that there is an apparent shortage of newsprint, pulp 


production for newsprint, due to the fact that a sufficient amount of ; $ 
sulfur has not been available ? 
Mr. Sweer. Well, I have heard that report; yes. 3 f 
Mr. Harris. Have you read it in the paper and heard about it, or is ; 
it something that has officially been called to your attention as a fact? 4 k 


Mr. Sweer. It has not been called to my attention personally, if that 
is what you mean. I know about it through my contact with the pulp 


people. There is no Government contro] now at the present time to i 
allocate sulfur to one end use as against another. That is a question 4 
that I think should be directed to the NPA. j 1 


Mr. Harrts. I appreciate that, but you appear to have information 
as to what the demands are on sulfur throughout the whole free world, 
it seems tome. Consequentiy you should know what demands are for 


the newsprint industry. : t 
Mr. Sweet. I have the figure roughly. I have what it was in 1950. q 
Mr. Harris. What it was in 1950¢ ; 
Mr. Sweet. Yes. 4 


Mr. Harris. Was there a shortage of newsprint in 1950 because 
there was not sufficient sulfur ? 

Mr. Sweet. I did not hear there was a shortage in 1950. Maybe 
there was; I do not know. I would rather that question be directed | 
to the experts on newsprint because I am not an expert on newsprint. 4 : 

Mr. Harris. I appreciate that, but the fact that you are an expert j , 
on sulfur, and the newsprint people as well as other people have to call : 
on experts on sulfur, you ought to be able to tell us whether you had | 
such a demand for sulfur from newsprint people. 

Mr. Sweet. Surely there is a demand for sulfur from the newsprint 
people. There is no argument on that. 
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Mr. Wotverron. I understood you to say that the international 
committee was made up of 11 nations. 

Mr. Sweet. That is the Sulfur Committee; yes, sir. 

Mr. Wotverron. I noticed as you gave the names of the different 
ones that the United Kingdom and dominions or colonies had 5 repre- 
sentatives out of the 11. How does that come about ¢ 

Mr. Sweet. The original committee, I think, was based on their 
consumption or imports from the United States, or their interest as a 
producer or a consumer. 

Mr. Wotverron. Does the United Kingdom or New Zealand or 
Australia or South Africa or Canada produce any sulfur? 

Mr. Sweet. No; they are consumers. This committee is composed 
of both consumers and producers. 

Mr. Wo tverton. Do those countries 1 mentioned produce any at all ¢ 

Mr. Sweet. They produce practically nothing in the way of sulfur. 

Mr. Woxtverton. How about the other nations that are on the inter- 
national committee? Are they producers or consumers / 

Mr. Sweet. Italy and the United States are the only exporters on 
the committee. 

Mr. Worverton. What percentage’ do we export as compared to 
Italy ? 

Mr. Sweer. I am going to refer that to Mr. Macy who is coming 
up here very shortly. He is going to talk about exports from the 
United States. 

Mr. Wotverron. At what price do we sell our sulfur? 

Mr. Sweet. I think the figure I gave a minute ago is about $26 to 
$30—somewhere in there. 

Mr. Wotvertron. What price do we pay for any that is purchased 
from the outside ? 

Mr. Sweer. I did not know we were buying any. Maybe some- 
body has, but I do not think we do. 

Mr. Wotvertron. At what price does Italy sell? 

Mr. Sweer. Italy sells it somewhere between $50 and $60 a ton. It 
is very high. That is in dollar equivalent. 

Mr. Wotverron. Does Italy consume any great portion of what it 
produces ? 

Mr. Sweer. Yes, sir. 

Mr. Wotverton. What percentage does it export ? 

Mr. Sweer. I do not have those figures offhand. I promised to give 
these figures to the committee in executive session. 

Mr. Woxverron. For what purpose does Great Britain, France, 
Belgium, and Holland use the sulfur that they get from us through 
ECA? 

Mr. Sweer. The end use of the sulfur, is that what you mean, sir? 

Mr. Worverron. Yes. 

Mr. Sweer. Of the sulfur used in the United Kingdom, about 76 
percent of it for sulfuric acid, 3 percent for sulfur dioxide, 12 percent 
for carbon bisulfide, 1 percent for agricultural use, and about 8 per- 
cent for other uses. 

Mr. Wotverron. Do you have any system of following through to 
see whether they use it or whether they pass it on to other countries? 

Mr. Swerr. The committee has recommended that all countries 
control their exports of sulfur. There are controls in effect in the 
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United Kingdom today which control all sulfur—not only what comes 
in but also how it is allocated among users in the United Kingdom. 

Mr. Woxverron. Do we send any to Poland / 

Mr. Sweer. Not that I know of. 

Mr. Woiverton. Do we get any from Poland? 

Mr. Sweer. I do not think so. 

Mr. Wotverron. Do we send any superphosphates to Poland ? 

Mr. Sweet. I do not know. I will have to ask the Commerce people 
about that. I think they have those figures. 

Mr. Wo tverton. The nations that we send sulfur to that are on 
this committee, with the exception of Italy, are consumers and not 
producers ? 

Mr. Sweer. That is correct, sir. 

Mr. Wotverron. They are not very much help then on the commit- 
tee, are they, except to get them to agree to cut down / 

Mr. Sweer. Well, we try to get them to agree to cut down and also 
take steps to relieve the United States supply as well as to conserve 
their supply, do all the things which are in the report or recommenda- 
tions. They have been very helpful to us, as a matter of fact, in get- 
ting information for our own use here in the United States. I think 
as time goes on we will get even more cooperation from them. 

Mr. Wotverron. Recognizing the insufficiency of our production 
to meet the increasing demand in this country, on what principle are 
we selling it to other countries ¢ 

Mr. Sweet. As I tried to point out, these other countries are de- 
pendent or have become dependent on the United States for their 
sources of supply. If we shut them off too sharply all of a sudden, it 
would have a very terrific impact on their economies. I think we have 
some very good examples of that which will be brought out by the 
next speaker where we did make an allocation in the first quarter 
which was so drastic a cut that we had violent repercussions from 
the foreign countries. 

We are all in this effort together. We must do something and do 
our best to keep the economies of our friends and neighbors going. 

Mr. Wotverton. What percentage do we export? 

Mr. Sweet. That is going to be given. The next speaker has those 
figures. 

Mr. Wotverton. Are these consuming countries doing anything to 
encourage the production of sulfur in their own countries ¢ 

Mr. Sweer. Yes, sir 

Mr. Wotverton. What are they doing to encourage it? 

Mr. Sweet. As I explained a moment ago, the Italians have a large 
program on to expand their production of sulfur with lira. They 
have raised the money. They are getting equipment and trying to 
increase their production of sulfur. Some of the other countries 
are increasing production of pyrites and other sulfur-bearing mate- 
rials. The United Kingdom has a large program on to convert plants 
from burning sulfur to burning pyrites. 

Mr. Wotverton. Who fixes the price at which we sell to the others? 

Mr. Sweet. Who fixes the price? 

Mr. Wotverron. Yes. 

Mr. Sweet. I do not know that there is anybody. The industry, I 


suppose. 
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Mr. Wotverton. [If it is left entirely to the industry, I wonder why 
they sell it at $23 when Italy can get $50 or $60? 

Mr. Sweer. That is a good question. I cannot answer that. 

Mr. Wetverron. The other witness referred us to you, now you 
refer us to another witness. I hope when the next witness comes he 
will answer all the questions. 

Mr. Harrts. I imagine it is the same philosophy that might prevail 
where you get 44 cents for cotton in this country and 73 cents in Brazil. 

Mr. Worverron. I do not know much about cotton but I do know 
that it seems we are always on the short end of it. 

Mr. Becxworrn. We certainly do thank you, Mr. Sweet. 

Mr. Sweer. Thank you, Mr. Chairman. 

Mr. Beckwortn. The committee will adjourn until 2 o’clock tomor- 
row afternoon. 

(Whereupon, at 4: 10 p. m., the committee adjourned to reconvene 
the following day, Thursday, May 24, 1951, at 2 p. m.) 
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THURSDAY, MAY 24, 1951 


House oF RepResENTATIVES, 
SpeciaL SUBCOMMITTEE OF THE 


CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 


The special subcommittee met, ee to adjournment, at 2 p. m., 
in room 1334, New House Office Building, Hon. Lindley Beckworth 
(chairman of the special subcommittee) presiding. 

Present : Messrs. Beckworth, Heller, and Wolverton. 

Mr. Beckworrn. The subcommittee will be in order. 

The first witness we will have this afternoon is Mr. Loring Macy, 
Acting Director, Office of International Trade, Department of 
Commerce. 


STATEMENTS OF LORING K. MACY, ACTING DIRECTOR, OFFICE OF 
INTERNATIONAL TRADE, DEPARTMENT OF COMMERCE; AND 
DEREK BROOKS, OFFICE OF INTERNATIONAL TRADE, AND ALTER- 
NATE UNITED STATES REPRESENTATIVE ON SULFUR COM- 
MITTEE, INTERNATIONAL MATERIALS CONFERENCE 


Mr. Heuer. Mr. Chairman, at this time may I make a suggestion 
that, in the future, witnesses who are called before this committee 
be requested to submit a written statement possibly 48 hours in ad- 
vance of their testimony ? 

Mr. Beckwortn. That suggestion is well taken, and has been talked 
about prior to this time among the members of this special com- 
mittee and the members of our entire committee in connection with 
hearings we have held. As a matter of fact, that always gives us a 
better understanding, and it is my hope it can be complied with in 
the future. 

We are not taking this occasion to censure you or to blame you. We 
are just talking about the future, now. 

Mr. Macy. Very fine. 

My name is Loring K. Macy, Acting Director of the Office of Inter- 
national Trade, Department of Commerce. 

Sulfur shortages in the United States and in foreign countries de- 
pendent on the United States for supplies continue to be one of the 
major problems in the Office of International Trade. We are responsi- 
ble through the exercise of our export control authority for protecting 
United States supplies, while at the same time we must see that the 
needs of friendly foreign nations are met. In this statement I will 
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outline the steps taken to control United States exports of sulfur to 
accomplish these objectives. 

As a result of progressive tightening of export controls, sulfur is 
currently being exported at the lowest rate since 1946. Prior to 
October 26, 1950, licenses to export sulfur to all friendly countries 
outside the Western Hemisphere were issued relatively freely, and 
shipments to Western Hemisphere destinations were not regulated. 
But as soon as the signs of shortages began to appear, OIT issued an 
export control regulation making it necessary for anyone who applies 
for an export license to attach a letter showing supply availability. 

This was done to avoid further aggravation of the shortage by 
issuing licenses to persons who did not have immediate access to sup- 
plies, and who might, therefore, use their licenses as a basis for com- 
peting for supplies wherever they might be or whoever might hold 
them. As a further step, OIT in December 1950 made it necessary, 
before sulfur could be shipped anywhere in the world, that an export 
license would have to be obtained. Previously, as I have said, licenses 
were need only for countries outside the Western Hemisphere. 

At the same time, on November 10, 1950, OIT presented proposals 
to the Secretary’s Advisory Committee on Export Policy that a defi- 
nite quantitative ceiling on the export of sulfur should be established. 
While this proposal was being considered by this interagency com- 
mittee, OIT by administrative action on pending export license appli- 

.cations slowed down during the month of December the export licen- 
sing of sulfur, except for emergency situations and hardship cases. 

On December 19, 1950, OIT issued an announcement setting up an 
export quota for sulfur, limiting shipments to all destinations. This 

uota was recommended by the interagency Advisory Committee on 
‘xport Policy and approved by the Secretary of Commerce. As a 
result of this step, and the previously mentioned actions, a full con- 
trol over the export of sulfur was achieved, as well as a control over 
the destination to which it was to be shipped, and to the extent pos- 
sible, the purposes for which it would be used. 

I would like to point out that the quantities which the OIT licenses 
for export are established by the Secretary of Commerce only after 
he has consulted with all interested United States agencies, through 
the means of his Advisory Committee on Export Policy. The sulfur 
export quota is set with the advice of that committee, on which are 
represented, among others, the Departments of Agriculture, State, 
and Defense, the National Production Authority, the Defense Minerals 
Administration, the Defense Production Administration, the Eco- 
nomic Cooperation Administration, the Atomic Energy Commission, 
and the Office of International Trade. 

By this means, the Secretary is able to obtain the maximum of 
information available on the current picture on sulfur, both as to 
domestic and foreign demand and supply. He also has by this means 
direct access to the individual opinions of the ne inyearnnt and agencies 
as to the specific amount which they feel should be exported. And it 
is on the basis of this information furnished and views expressed that 
he makes his decision as to the export quota which he authorizes OIT 
to license. 

The United States has been, and even under today’s conditions con- 
tinues to be, the world’s largest supplier and exporter of sulfur. Simi- 
larly, the proportion of sulfur production exported in the past, and 
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which is being exported today, is relatively large. In 1935 we ex- 
ported 300,000 tons, exclusive of Canada. The rest of these figures are 
exclusive of Canada. The peak came in 1949 with 1.2 million tons 
exported. Exports have generally averaged 19 percent of production, 
except in 1946 and 1949 when they rose to 26 percent. 

Since 1949 there has been a decline in exports. Voluntary export 
control measures adopted by the principal producers reduced 1950 
exports to 1,086,000 tons, almost 9 percent—8.7—under 1949. The full 
official export control measures and quota controls adopted in Decem- 
ber 1950 will at the present rates bring 1951, exports down to 960,000 
tons, which will be 19 percent under 1949 and 12 percent under 1950. 
It will also reduce the percentage of production exported to 19 percent, 
compared with 26 percent in 1949 and 22 percent in 1950. I should 
add at this point that the exports for the next two quarters of this year, 
which I refer to as if they are the same as at present, would amount 
to 960,000 tons, have not been established. That is just an assumption 
to show what a yearly figure would be at that rate. 

Although we have been anxious to restrict by means of export con- 
trols the amount of sulfur exported, in practice this has been a difficult 

oal to achieve. Other countries have in the last decade become so 
> set on United States sulfur because of its high purity and low 
cost, and sulfur enters so broadly and basically into their economies, 
that we have found that they have not been able to turn to the use 
of other sulfur-bearing materials as quickly as we hoped. For instance, 
the export allocation of 200,000 tons of crude sulfur for January, 
February, and March of 1951, which was 26 percent under the 1950 
quarterly export rate, turned out to be too sharp a cut-back for many 
countries. They demonstrated to us the results this court would have 
on their ability to mobilize their defenses. As a result, it was neces- 
sary to allocate another 50,000 tons for export. 

The same general condition holds true for April, May, and June, 
and for the first 6 months of this year export quotas of crude sulfur 
have had to be established at a quarterly rate of 240,000 tons, instead 
of the 200,000-ton rate anticipated last December. 

I might add here that the presentation of requirements by foreign 
countries, exclusive of Canada, for the year totaled about 1,400,000 
tons. So there has been a rather drastic reduction.from their asking 
amount to the rate that we are up to now allocating. 

In order that you obtain the fullest possible explanation of that 
part of the sulfur problem for which we in the OIT have responsibil- 
ity, with the permission of thie Chair I would like to have Mr. Derek 
Brooks sit with me to help answer questions so that it will not be 
necessary for me to pass quite as many questions on to the next speaker. 

Mr. Beckwortn. Mr. Brooks, you may come forward. 

Mr. Macy. Mr. Brooks has been living with this problem so far as 
OIT is concerned and has been in on the discussions and background 
that have developed these requirements which came out in the form 
of allocations by the Secretary of Commerce, so that in that field we 
will try very hard to answer your questions. 

Mr. Becxwortn. Will you fully identify yourself, Mr. Brooks? 

Mr. Brooks. My name is Derek Brooks. I am in the Office of In- 
ternational Trade of the Department of Commerce and am responsible 
for the export licensing of sulfur and the gathering of foreign re- 
quirements. 
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Se Zoe yal You are responsible only for the licensing of 
sulfur 

Mr. Brooxs. I have been until recently responsible for the licensing 
not only of sulfur exports but many other commodities. 

Mr. Beckwortu. Mr. Macy, what is the source of your figures there ? 
Were you excluding Canada? 

Mr. Macy. Yes, sir. These figures excluded Canada. We in the 
Oflice of International Trade, in our export-control operations, do not 
control the amount of materials that go from the United States to 
Canada because of a formal agreement between the two countries 
relative to controls that serve as a substitute for the actual physical 
licensing control. 

For example, anything that is shipped to Canada from the United 
States which requires a license for shipment from the United States 
to another country requires, before it can leave Canada, a Canadian 
license. So we work very closely in that connection. 

Mr. Becxworru. Is it contemplated that that procedure might be 
changed with reference to Canada in view of the circumstances which 
are developing today ? 

Mr. Macy. It could be done at any time. However, our working 
arrangement with Canada is such that they take care of it from there 
side, and it does not require the individual license from the United 
States. Our arrangements with Canada enable us not to require any 
paper work that we must do for other countries. 

Mr. Becxworrn. Actually what your arrangements amount to with 
Canada is that which will eliminate the regular and usual paper 
work, or does it amount to more than that? 

Mr. Macy. Canada, as far as the mobilization effort is concerned, 
is working so closely with the United States, bringing to bear all of 
their facifities to the same purpose as our own. That is why we have 
not found it necessary to control exports to Canada. Where we have 
difficulty in the amount of material that goes to Canda on some com- 
modities they will usually take action on their own part which will 
limit the imports to Canada. So, it is an arrangement that we think 
works very well, and we only wish it could apply to other places. 

Mr. Becxwortu. Is it your opinion that, instead of 26 percent of 
the sulfur being exported in the next year or two, it will be down 
around 19 percent or less? 

Mr. Macy. I would like Mr. Brooks to answer that question. 

Mr. Brooks. I think that is a fair assumption. 

Mr. Becxwortn. That is what I gathered. You do not think that 
it will go to a figure appreciably less than 19 percent ? 

Mr. Brooxs. Not in 1951. 

Mr. Becxwortn. What I have in mind in asking that question is 
that I understood from yesterday’s testimony that facilities are be- 
ing developed in foreign countries that might give the countries over 
there an opportunity to produce a lot more sulfur than they are today 
producing. Do you expect the first impact of that new production to 
be felt in 1952? 

Mr. Brooks. Possibly in the first quarter of 1952. 

Mr. Beckwortnu. With reference to the exports which we send to 
other countries, do you have any knowledge as to whether or not 
there is any reexporting from those countries ? 
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Mr. Macy. Reexporting of the sulfur. Yes. We follow that very 
closely on commodities that are in scarce supply; and, as far as we 
know, there has been no reexportation of sulfur that has been allowed 
to go to friendly countries. In other words, when we grant a license 
to ship sulfur to a country, and if then it is transshipped, it is a viola- 
tion of that license, and we agg watching for violations of our export- 
control licenses. As far as We know, on sulfur, there has been no 
reexportation. 

Mr. Beckwortn. You know of no violations, then ? 

Mr. Macy. That is correct, sir. It follows that with the terrific de- 
mand in the countries to which we do allow it to go, there would not 
be too much danger of its being reexported. 

Mr. Becxwortn. It has been pointed out before that fertilizer used 
in agriculture has been responsible for the utilization of considerable 
sulfur recently. Is most of that fertilizer going to western European 
countries or is it going to agricultural pursuits in some other coun- 
tries? 

Mr. Macy. Mr. Chairman, I would say that very little of it goes 
to Western Europe. Most of it goes to Western Hemisphere coun- 
tries, Latin America, Caribbean countries. Mr. Brooks, I believe, 
has some figures in that connection, if you care to receive them. 

Mr. Beckxwortn. Give me some figures particularly with reference 
to the pronounced increases in countries. 

Mr. Brooks. Did I understand the question correctly, Mr. Chair- 
man, that you are asking about the export of sulfur as such ? 

Mr. Beckwortnu. It has been mentioned that sulfur is being used 
in fertilizer to a much greater extent than perhaps in the past years. 
My question is to determine where the fertilizer is to be used, because 
in that way the sulfur does leave the country. 

Mr. Brooks. I have some figures here of the export of ammonium 
sulfate in 1950. These figures are in long tons: Mexico, 14,873; Cuba, 
33,729; Dominican Republic, 1,030; French West Indies. 1,984; Spain, 
27,806; India, 127,561; South Korea, 122,896; Hong Kong, 52,837; 
Taiwan, 55,504; and Japan, 197,217. 

Mr. Macy. May I add further, Mr. Chairman, that this is for the 

year 1950, and a fairly large part of those shipments were made dur- 
ing the first 6 months of 1950. Actually, I think the Jargest quantity 
was in the first 3 months at a time when the fertilizer industry was 
actively looking for markets. It was before the shortages became ap- 
anys on these commodities. I believe in the fourth quarter, or the 
ast 3 months of 1950, the export of this type of fertilizer dropped 
from a rate which was going on in the first two quarters of better than 
200,000 tons down to around 50,000 tons. You have some figures on 
that ; 57,000, I believe, is the correct amount for all countries. 

Mr. Beckwortrn. With reference to the Hong Kong fertilizer, for 
what crops is that used? 

Mr. Macy. The amount that went to Hong Kong left this country 
early in 1950, prior to our putting on complete controls on all commod- 
ities to Hong Kong as well as to China; and, therefore, it went unre- 
stricted as far as export control is concerned. None has gone since we 
have put controls on all commodities to that area. I would not know 
precisely what commodities that would be used for, what farm crops. 
Mr. Becxwortrn. Do you know, Mr. Brooks? 
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Mr. Brooxs. No; I do not. 

Mr. Beckwortn. Who would know that? 
Mr. Macy. We can get that information for you, Mr. Chairman. 
(The information is as follows :) 


USE OF AMMONIUM SULFATE IN HONG KONG 


Ammonium sulfate would be used in Hong fong as fertilizer for truck garden- 
ing and on rice farms. 

Mr. Hetier. Have there been any other shipments to Hong Kong 
since the early part of 19504 

Mr. Brooks. I have the record of quarterly shipments of ammo- 
nium sulfate to Hong Kong. In the first quarter of 1950 the ship- 
ments amounted to 26,000 long tons. In the second quarter the ship- 
ments amounted to 3,300; 7,700 in the third quarter; and 15,600 in 
the fourth quarter. 

Mr. Macy. We put controls on all commodities to Hong Kong on 
ee 8, 1950. Nothing has been licensed or shipped since that 

ate. 

Mr. Hetier. Mr. Macy, are you attending the meetings of the In- 
ternational Materials Conference now ? 

Mr. Macy. No, sir. Mr. Sweet, who testified before this committee 
yesterday, is a member of that committee. Now, Mr. Brooks sits on 
the committee, on the United States interagency committee which 
Mr. Sweet chairs, to advise him on the position of the United States, 
but Mr. Sweet is the member internationally as far as the United 
States is concerned. 

Mr. Beckwortnu. On page 2 you mentioned emergency situations and 
hardship cases as being those exceptions where you are not quite as 
careful, perhaps. What does that embrace? 

Mr. Macy. Iam sorry. Let me explain a little further what I was 
trying to bring out in that particular context. While we were waiting 
for a decision as to the total amount that we could license, we were 
allowing some shipments to go; and, knowing that the allocation we 
would get would be considerably larger than any we would let go, 
we slowed it down until we could be sure we had the decision of the 
whole Government to know what we should do. But those hardship 
cases would be, I presume, a few cases where the exporter had gone 
sufficiently far in his export of that particular one that it might be a 
hardship on him, in small quantities. 

Other cases were where a certain very important factory in one of 
these countries would have to close up an important production oper- 
ation if they did not get some more sulfur quickly; a few of that kind 
of cases. 

Mr. Becxworrn. I remember one time when this committee was 
studying export matters there were some inferences that the personnel 
was so short in the Commerce Department that perhaps they could 
not study the application as well as they would Hike to study them. 


Have you had ample personnel to make adequate study of all these 
sulfur-license applications ? 

Mr. Macy. Mr. Chairman, I would say in that connection that, due 
to the splendid cooperation that we got in getting a supplemental 
appropriation from the Congress for the latter part of the fiscal year 
1951, we have been able to crawl on top of the workload that we had, 
a workload that built up very rapidly last fall and reached more 
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than 32,000 license applications waiting for processing. We now have 
that backlog down to, I would say, in the neighborhod of 20,000 to 
25,000, and we are able to get out about 15,000 applications a week. 
So that, in terms of time, it is not a great backlog. 

We are able to put a litthe more time on serious consideration of 
each application; so, although we are still somewhat hanging by our 
toes on this job, we feel we are doing a much better job than we were 
able to do about a year ago. 

Mr. Beckwortn. Do you run frequently into new companies that 
are taking to exporting of sulfur? 

Mr. Macy. Specifically on sulfur I would like to have Mr. Brooks 
answer that question. 

Mr. Brooks. I do not think to any great extent, Mr. Chairman. We 
anticipated that there might be some new companies coming into the 
field, but that has not developed to any great extent yet. 

Mr. Beckwortru. Most of the companies you are dealing with are 
old-established companies about whom you know something? 

Mr. Brooks. To the best of my knowledge, that is so. 

Mr. Wotverton. Could you supply for the committee the export 
statistics on raw sulfur and crushed sulfur, sulfates, sulfuric acid, and 
other sulfur derivatives for the past 3 years and for the first quarter of 
1951 by the country of destination ? 

Mr. Macy. You are asking for the exports from the United States 
to those countries ? 

Mr. Wotverton. Yes. 

Mr. Macy. Yes, sir; we can do that very quickly. 

(The information is as follows :) 




























United States erporis 







CRUDE SULFUR 


[Unit: 1,000 long tons] 




















| ~ 
| } First 
Country 1948 1949 1950 quarter, 
} | 1951 








Newfoundland = ; 14 | 13 | 















‘ Canada... “ae 304 | 240 355 27 
Mexico____- = 5 2 | 3 2 > 
FI Salvador : a raet 3 
Cuba a ‘il 3 | 10 13 2 
Haiti iS ; | 2 ; —— 
Netherlands West Indies #3 21 24 23 6 
Colombia = , | 1] 2 ; 
Brazil oan a ie a 30 | 47 60 
Uruguay... 4 5 ‘ 

Argentina_- 43 15 | ee 
Sweden be 15 10 | ‘ 1 
United Kingdom 345 | 394 420 85 
Netherlands 7 | 2 | Tet 
Belgium and Luxembourg 77 RH 57 14 
France... _. fey 70 151 | 95 20 
Germany - _-- 17 | 27 25 sie 
Austria 3 10 24 m 
Czechoslovakia 13 ‘ 
Switzerland. 28 17 16 

Finland i 7 | 






Spain 








Seer Eos. ® 16 

Ms 1 | 3 1} 
Bahrein____- 1/ ko | a 
India P 6 | 35 | 37 45 8 
Pakistan__- ; ~ COREG Be pabesebial | a 


Indonesia. - 








100 


NEWSPRINT INVESTIGATION 


United States exrports—Continued 
CRUDE SULFUR—Continued 
[ Unit: 1,000 long tons] 
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United States exports—Continued 


REFINED, CRUSHED, ETC., SULFUR—Continued 
[Unit : long tons] 
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United States exrports—Continued 
NORMAL SUPERPHOSPHATE 
{Unit: Long tons] 
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30, 114 | 
| 


Source: Bureau of Census. 

Mr. Wotverton. What was the basis for setting up the second quar- 
ter of 1951 quota on exports of raw sulfur ? 

Mr. Brooks. The basis for setting up that quota was a screening 
of the individual amounts sent in by the countries who require sulfur 
from the United States. The figures submitted by each country were 
screened against their past takings from the United States, informa- 
tion that they submitted about their present stock position, and esti- 
mates that we made as to how long that stock might be expected to last 
if the shipments were currently reduced to them. 

Mr. Wotverton. What was the purpose of your screening? What 
were you seeking to ascertain ? 

Mr. Brooxs. We were seeking to ascertain the minimum amount 
which it will be necessary for the United States to export for them to 
continue their operations at a level which would be comparable, in the 
reduction that had to be achieved, to the reductions which are cur- 
rently found necessary in the United States. 

Mr. Wotverron. Did you do any screening from the standpoint of 
end use of the sulfur and, as a result, grant priorities? 

Mr. Brooks. To the extent possible, sir, but sulfur does not lend 
itself in terms of export control to that type of screening particularly 
well, because the sulfur enters into the economy of the country to 
which it goes in the majority of cases as broadly as it does here in 
the United States. 

Mr. Wotrverton. A short supply necessitated your screening the 
applications. Then I do not quite understand the purpose to be served 
by the screening. 
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Mr. Brooxs. The purpose to be served is indicated by the fact that 
the total of requests that we received from foreign countries for sulfur 
were at an annual rate of 1,400,000 tons. By analyzing each country’s 
requirements they were screened down to where it was possible to set 
the export quota finally at an annual rate of 960,000 tons. 

Mr. Wotverton. Did you study the individual purposes to which 
the sulfur was to be put or did you just screen it from the standpoint 
of the over-all demand ? as 

Mr. Brooxs. We were supplied with information from the majority 
of countries as to the types of uses which they generally made of the 
sulfur. 

Mr. Wotverton. What, if any, recommendation was made by the 
interagency committee with respect to your granting quotas on the 
amount to be sent to each country? Did the interagency committee 
make any suggestions or recommendations or was it left entirely to 
the discretion of the authorities within the Department of Commerce ¢ 

Mr. Macy. The Secretary of Commerce in making the allocation in 
each case did follow the recommendation of his interagency committee. 

Mr. Wotverron. What were those recommendations ? 

Mr. Macy. a gd that 200,000 tons be established for the first 
quarter of 1951, that later a supplemental allocation be added thereto 
because of the drastic need in the amount of 30,000 tons. Then in 
the second quarter the recommendation of the committee and the al- 
location by the Secretary upon recommendation of the committee was 
for 250,000 tons, which made the total 480,000 tons the first 6 months. 

Mr. Wotverron. What was the reason for the special additional 
allotment ? 

Mr. Macy. Mr. Congressman, it is on the basis that by the process 
of cutting down the stated requirements to the low figure of 200,000 
for the first quarter, it was fairly easy for the various countries to 
demonstrate that it was interfering with essential production in those 
countries and therefore necessary to raise that amount by 30,000 tons. 

Mr. Worverton. What was the quota for the third quarter ? 

Mr, Macy. The third quarter has not been set, to my knowledge, as 
* this time. That will be the quarter for July, August, and Septem- 
er, 

Mr. Wotverton. Are the indications that it will be larger or less? 

Mr. Brooks. It is too soon to tell yet. I would say personally I do 
not look for too much change. 

Mr. Wotverton. Have requests been made exceeding those that had 
previously been made? 

Mr. Brooks. The requests from abroad are just now coming in, Mr. 
Congressman. I have not seen them yet. 

Mr. Wouvenron. On what particular quotas did you grant an in- 
crease ? 

Mr. Brooks. I do not have the list here, but my recollection is that 
the United Kingdom, France, Belgium, Brazil, and India are the 
principal countries. 

Mr. Wotverton. What representations were made by the United 
Kingdom, for instance, to justify its request ? 

Mr. Brooks. To the best of my knowledge, the United Kingdom 
would have actually had an interruption of its supply of sulfur. They 
were down to a boat-to-boat basis for a while there during March and 
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there would have been an interruption of essential industrial activity 
which underlies their mobilization program. 

Mr. Wotverron. Industrial activity covers quite a large field. [ 
would assume that their demands were a bit more specific than that. 
Are you in a position to say what their specific demands were by way 
of justification for their increased demands? , 

Mr. Brooxs. I do know, in the reverse sense, Mr. Congressman, they 
had found it necessary to reduce their production of rayon. They 
found it necessary to reduce their production of superphosphates and 
to reduce the use of sulfuric acid for that purpose. 

Mr. Wortverron. Am I correct in my recollection that one of the 
reasons that was given by Bevin for his resignation was that they 
were not receiving sufficient sulfur for their rayon industry ? 

Mr. Brooxs. I am not quite sure. I think either Mr. Bevin or Mr. 
Wilson did mention the lack of sulfur shipments from the United 
States. 

Mr. Wotverton. Was the rayon industry considered by you author- 
ities as promoting the defense effort ? 

Mr. Brooxs. I do not know what proportion of rayon goes into tire 
fabric for truck and passenger tires, but I believe it is substantial. 

Mr. Wotverton. Would it not seem to be important to ascertain to 
what extent it was deemed necessary for us to maintain the rayon 
industry of Great Britain because if it is not materially beneficial to 
the defense effort, then it can only be justified on the basis that it was 
necessary for us to maintain the British rayon industry ¢ 

Mr. Brooks. I am not quite sure it is practical, Mr. Congressman, 
for us in screening requirements to follow where sulfur goes to. It 
enters so broadly into industrial processes and the economy generally, 
I do not think it is practical for us to do that. 

Mr. Worverton. You do not think it is practical then for our Gov- 
ernment officials to look into the end use of a material or commodity 
that is in short supply, that it is easier to cut it off from our own 
rather than inquire what use is to be made of it? 

Mr. Macy. We do check very carefully on the end uses of many com- 
modities where the end uses are not quite as broad as they are in sul- 
fur. We do check also to a certain extent on the possibilities of end 
use of sulfur specifically, in that we know that the United Kingdom, 
for example, has restricted the use of sulfur to a considerable extent 
in order to make it go as far as possible because of the squeeze that we 
were putting on her in reducing the total amount that we would allow 
to go tothem. We really did put on a terrific squeeze on all of these 
major sulfur-using countries in order to hold down the amount ex- 
ported from the United States, and many of the major users of sulfur 
have been more restricted, much more restricted in the use than they 
have been in the United States, of course. 

Mr. Wo tverton. It would seem from such figures that I have that 
the amount being allotted to Great Britain has been, or the amount 
that it has received, has been steadily increasing. You did not have 
any control in 1948, did you? 

Mr. Macy. That is correct. 

Mr. Wotverron. In that year I am informed that there were 345.000 
tons shipped to Great Britain. Did we have any control in 1949! 

Mr. Brooks. We had a control over sulfur to European and eastern 
European destinations for security purposes. 
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Mr. Worverton. In 1949? 

Mr. Brooks. Yes. 

Mr. Wotverton. According to the figures that I have, the United 
Kingdom received 393,000. Then it would seem as if the amount 
allotted to them had increased under controls compared to what it 
had been the previous years without controls. 

Mr. Brooks. I have that same figure for 1949, Mr. Congressman. 
The amount allotted to the United Kingdom for the first 6 months is 
195,465 tons, which would be at the rate of 390,000, approximately. 

Mr. Worverton. Did we have controls in effect in 19504 

Mr. Brooks. We had export controls in effect on sulfur for security 
reasons. 

Mr. Macy. We did not limit the quantity during 1950 for reasons 
of short supply. 

Mr. Wotverton. In 1950 the amount sent to the United Kingdom 
was increased to 420,000 tons. 

Mr. Brooks. That is right. 

Mr, Macy. We have cut back from 1950. You see, in 1950 the need 
for cutting back was not apparent and therefore we did not control the 
total quantity going. What we were controlling up until that time 
was the amounts that go to countries unfriendly to the United States 
and we had controls on other countries in order to watch the trans- 
shipment problem, that type of thing, but we were not limiting the 
quantity that would go and be used by friendly countries. As I 
stated in the beginning, along in October we started holding back on 
the amounts we would license until we could get quotas set; but 
until that time we did not hold down the quantities. With 420,000 
tons going in 1950, we cut back to a rate below 400,000 to the United 
Kingdom or a rate of 390,000. So we have cut back from the 1950 
rate, even to the United Kingdom. 

Mr. Worverron. Was there any increase in production in the years 
1948, 1949, and 1950 or increase 1n available supplies? 

Mr. Brooks. | believe that in 1949, because of the lower level of 
business in the United States, there was a considerable surplus avail- 
able for export, and that it was during that period that foreign cus- 
tomers were urged to buy United States sulfur. 

Mr. Worverron. If it occurs again, is there any policy that we will 
provide for stockpiling ? 

Mr. Brooxs. Stockpiling in the United States ? 

Mr. Wotverton. Yes. 

Mr. Brooks. To the best of my knowledge at the moment there is 
no stockpiling. 

Mr. Wotverton. What is being done to meet the situation that is 
now so disturbing to the newsprint manufacturers because of lack 
of sulfur? What recognition is being given to them in making allot- 
ments to other countries? 

Mr. Macy. The contribution we are making in the export control 
field is that we are cutting down and holding down the amount that 
can go, and it is a reduction over the total that went out in 1950. Then 
there are several other steps in Government that are being taken, 
some that were mentioned here in the hearing yesterday, over which 
we in OIT have no responsibility, and I presume that the National 
Production Authority is studying and seeing what action should be 
taken on conservation and other techniques of meeting this problem. 
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They will have to speak for themselves on that. But there are steps 
being taken around the Government. 

Now our contribution to this thing is to hold the exports down and 
at the same time not completely disrupt the mobilization of the friend- 
ly part of the world. We are certainly interested in the production 
a the mobilization of friendly countries in addition to that carried 
on in the United States. So we have to strike a balance there. 

Now the Secretary of Commerce is very cognizant of the need to 
keep materials in the United States that are needed here, and he looks 
those allocations over very carefully, takes into consideration the 
advice he gets, and sets the export quota. 

Mr. Worverron. Sometimes I think there is a great deal of justifi- 
able logic in the old statement that charity begins at home and that 
you are in no position to be charitable until you have taken care of 
the necessary requirements at home. It seems to me that you start 
out with the assumption that the obligation is upon us to keep others 
going regardless of the detrimental effect it may have on our own 
economy. 

This matter comes before this committee in a very serious way 
because of the threatened shortage of sulfur for the manufacturers 
of newsprint. So I have wondered just how you arrived at the figure 
where you can help others without hurting ourselves. Is there a figure 
given to you folks in the control division that you have just so much 
to allot for use, or are you just asked to keep down the allotment 
the best you can ¢ 

Mr. Macy. No, sir, Mr. Congressman. We in the Office of Inter- 
national Trade have the responsibility as designated by the Secretary 
to us, and he received that delegation from the President, who got it 
from the Congress, of course, to carry out the responsibilities of ex- 
port control. We are given an allocation on an official statement from 
the Secretary’s office; allotting in the case of the original allocation 
for the first quarter of 1951, 200,000 tons of sulfur. Now we do not 
license beyond 200,000 until and unless the Secretary of Commerce 
makes a supplemental allocation. So we very carefully and strictly 
stay within an official quota that is set after a lot of study. 

Mr. Wotverron. Is that 200,000 tons fixed by the interagency au- 
thority? 

Mr. Macy. It is recommended by the interagency group to the 
Secretary who has the authority to fix it. The interagency commit- 
tee is a recommending body to the Secretary. 

Mr. Wonverron. I assume that the Secretary follows their recom- 
mendation without exercising the discretion that would enable him 
to make it a lesser amount or greater amount; is that right ? 

“Ir. Macy. He tries to follow that committee as closely as he can; 
“hat is correct. 

Mr. Worverron. What, if any, examination is made to ascertain 
whether the countries to whom you are granting export quotas could 
have received the sulfur from ether sources? We have before us the 
fact that Italy has sulfur to sell and there are probably other places 
where it might be obtainable. Is that question gone into? Do vou 
seek to ascertain why they do not get it from somebody else? Why 
does it all have to come from the United States? 

Mr. Brooxs. Mr. Congressman, when they send in their require- 
ments to us they make it in a statement on a form that we prescribe. 
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Among the questions is one about other sources that are open to them 
or have been open to them for these materials and the amounts that 
they are obtaining from the other sources. We take those figures 
into consideration. 

Mr. Wotverron. My question goes a bit further than that. I am 
asking not whether you go into the question of whether they do pet 
it from any other source but do you go into the question as to whether 
another source is available that they could take advantage of if they 
desired to do so. 

Mr. Brooks. Yes, sir, we do. That has been done in the case of sul- 
fur. 

Mr. Worvertron. Let us take the United Kingdom as an illustration. 
I do not want the fact that I use the United Kingdom in my questions 
as an indication that I am picking on the Umted Kingdom. That 
same question I could ask with respect to France or any other country. 
But I use that country merely in an illustrative way. Can you tell me 
whether Great Britain purchases any sulfur from Italy? If so, how 
much ¢ 

Mr. Brooks. I do not know specifically what they plan to purchiise 
this year from Italy, but the total amount available from Italy for ex- 
port in 1951, I think Mr. Sweet mentioned yesterday, would be 50,000 
tons, 

Mr. Wotverton. That is 25 percent of our whole allotment for ex- 
port. You fixed the total at 200,000, so that percentagewise the amount 
we allot to Great Britain is a rather considerable amount. 

Mr. Brooks. That would be 50,000 for the year. 

Mr. Wotvertron. Do you know where that is disposed of ? 

Mr. Brooks. We can find that out. 

Mr. Macy. The group that worked on it would know. 

I think it would be well to add here that the international committee 
about which Mr. Sweet spoke yesterday, on which he is the representa- 
tive of the United States, will be analyzing in quite some detail to 
the world situation, for several reasons; one of which would be to as- 
certain where they were getting supplies other than the United States ; 
another where they could get more; and getting further into the ques- 
tion of where more could be produced. So that this committee will 
get into all of those various kinds of questions. Prior to the establish- 
ment of this committee, the United States had been getting everything 
it could in this connection. 

Now as far as official claimancy before the interagency committees 
is concerned, the Office of International Trade has the responsibility 
for claimancy before the interagency committee for non-ECA coun- 
tries. The ECA has the claimancy responsibility for the ECA coun- 
tries, so that we join those, working very closely together, and present 
them finally as one claim. But the ECA has been the group in the 
United States Government that has gone into the question in detail as 
to what the sulfur is needed for and the amounts. 

Mr. Wotverton. It has also been testified, I think, that sulfur costs 
somewhere in the neighborhood of $50 or $60 a ton when procured from 
Italy and only $23 when it is procured from the United States. You 
can see from that the requests would naturally be made to the United 
States if it is procurable. I am also anxious to know if there are any 
others in short supply, who gave that reason to you for requesting 
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their allotments. Why did they not get some of it some place else? Is 
the United States the only available source ? 

Mr. Macy. I think all the other sources are being utilized to the 
extent possible in spite of the double cost of which you have spoken. 

Mr. Worverron. Do T understand, then, that the United States is 
the only place where sulfur can be found in the world outside of Italy ? 

Mr. Brooks. There are small pockets of sulfur in other countries. 
The United Kingdom has stated to us that they have had parties out 
in 23 different countries looking for sulfur and have been turning up 
small parcels of 10, 25 tons, somewhere else. ; 

Mr. Wotverton. If sulfur is such a critical commodity, as your 
answers just given would indicate, then I wonder how much longer this 
is going to be procurable in America. When will our natural re- 
sources be gone # 

Mr. Macy. Mr. Congressman, I am not a sulfur expert, but, as I 
understand the situation, sulfur was much of a problem during the 
last war because the European countries and the United States were 
using pyrites to a very high degree for their acids, and so forth. 
Tminadiately after the last war we built up the sulfur production in 
the United States, high purity, low cost, compared to others, so that 
there was a sort of promotional campaign to get other countries—by 
private industry, of course—to use our sulfur in order to expand the 
business in this country. So they did make change-overs in their 
machinery to use our sulfur rather than pyrites. 

Pyrites apparently are quite plentiful although they are more expen- 
sive. It takes time to transfer back; time and quite a lot of expense. 
incidentally, to get the machinery that will convert back to the use of 
pyrites rather than the use of sulfur. So the change-over to the use 
of sulfur, over the last 5 years, has been a thing that has been very 
helpful to the United States economy. Now the question is, we are 
in this shortage, hew to get it changed back quickly or utilize to the 
full advantage the sulfur that is available. 

Mr. Woxvertron. Are there any quotas set on the exportation of 
fertilizer ? 

Mr. Macy. No, not at this time, Mr. Congressman. We have that 
under rather continuous study. Fertilizer export did go up rather 
markedly in the first 6 months of 1950 at a time when the producers 
of fertilizers felt they needed additional markets. During the last 
6 months of 1950, and up to now in 1951, the fertilizer industry has 
voluntarily kept down the exports of fertilizer; held them down to 
what we would consider to be a fairly reasonable quantity. The 
question we hav? is whether or not to put fertilizers under export 
control when industry itself has done a pretty good job of restricting. 
If we do not have very much effect on it, all we are doing than is causing 
industry and business to do a lot of extra paper work; causing us to 
do a lot of extra paper work, which costs the taxpayer, so we try 
not to control if we do not have to. 

We are, however, very seriously watching and considering this 
problem with the possibility we will have to go to controls on 
fertilizer. 

There is one thing about fertilizer exports at the present time on 
which we can assure you, that no exports of fertilizer will go from 
the United States to unfriendly countries. That is under control. 
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It would require a license and we will not grant the license at the 
present time. The European countries are getting their fertilizer 
elsewhere. They are producing it themselves and taking care of 
their own needs. The natural flow of fertilizer sort of ordinarily 
stands between the two hemispheres. Europe is taking care of itself, 
the Western Hemisphere, including the Caribbean and parts of South 
America, is taken care of ordinarily over the year by the Western 
Hemisphere countries. Chile is supplying quite a large amount of 
Chilean nitrate. The United States is furnishing some of the super- 
phosphates to its neighbors within the Western Hemisphere. So that 
with the exception of a very small amount possibly to the Dagon ma 
I would say most of our exports are being consumed within the West- 
ern Hemisphere. 

Mr. Beckworrn. You mentioned you feel the fertilizer will not go 
to unfriendly countries. How much discussions is given to the general 
problem of determining whether or not a given crop which is pro- 
duced in a given country—over which naturally we have no control— 
might go to people or countries not friendly to the United States? 
I am asking you simply how much questioning you do, or those sitting 
around the table, do, along that particular line. 

Mr. Macy. It so happens that on the food end of the list the United 
Kingdom and the Western European countries import considerably 
more food from the east than is possibly shipped there. In other 
words, the food naturally moves east to west rather than west to east, 
so it is not too much of a problem, I would think. 

Gettting down to individual crops, there might be some moving 
east that I would not think of at the moment but it is mostly a move- 
ment the other way. 

As far as we in the United States are concerned, of course, we see 
an individual piece of paper in the form of a license application for 
each proposed shipment that might be made to what we call our 
subgroup A countries. Substantially those are the U. S. S. R. and 
the other Communist-dominated countries. 

Mr. Beckworrn. Here is what I have in mind. Cotton we all 
know is one of the products that is in short supply now, primarily 
because of the crop last year. It is not in ultracritical short supply 
today prospectively ; it is in short supply if we have a poor — in this 
country this year, for example. My question is: How much atten- 
tion is given by you in your committee to determining, if a bumper 
crop is raised in some other country that grows cotton, shipment of 
which would be injurious to us if it went to an enemy country, how 
much the enemy country or countries might get? 

Mr. Macy. Getting more specifically into a commodity, taking cot- 
ton as a specific example, we are allocating cotton around the world 
because of the shortage you have indicated. It so happens that the 
Department of Agriculture makes those allocations but, just as the De- 
partment of Commerce does, they use an interagency committee to 
advise them in formulating that allocation, and they take into con- 
sideration very carefully, having agricultural attachés throughout the 
world, the needs of that country not only for shipments from the 
United States but whether it does get other cotton and if there are 
surpluses of cotton in any country, what are they going to do with that 
cotton? So they watch that very, very carefully in regard to cotton, 
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which is one of the few scarce commodities of agriculture at the 
present time. 

Mr. Beckworrn. Going back to Mr. Wolverton’s inquiry a short 
time ago, the question of end use certainly in instances like that be- 
comes most significant. 

Mr. Macy. Very, very important; that is correct. 

Mr. Beckworrn. Particularly at a time like this when we are in- 
volved in trouble. 

Mr. Macy. That is right. 

Mr. Becxworrn. It is a fact that you and those with whom you 
work do interest yourselves in a most detailed way in the end use on 
problems like that? 

Mr. Macy. We are considering end use as being more and more im- 
portant as we go along. When we license, for example, we consider 
the proposed end use abroad of many commodities where their end 
use is restricted in the United States, which does not happen to be on 
sulfur. But on other commodities we watch the end use in order to 
see to it that the material is not used ordinarily in another country for 
some use that we would not allow here in the United States. 

Mr. Wotverton. The question that I had in mind when I yielded 
to the chairman was this: Has this critical situation become apparent 
to the fertilizer industry with respect to getting the proper supplies of 
sulfur? 

Mr. Macy. Yes, I am sure that the fertilizer industry is very much 
concerned about where its sulfur is going to come from. In fact, some 
of the fertilizer people, I understand, have been out trying to pick up, 
for example, what I think has been referred to here yesterday as spent 
sulfuric acid, in order to make more fertilizer. 1 would say this: 
We have found the fertilizer industry is very, very much concerned 
about meeting the fertilizer requirements of the farmers in their areas, 
so it is very easy to get them to voluntarily cut down the exports of 
fertilizer. 

Now we cannot depend on that completely. As I say, we are watch- 
ing the situation very carefully and we might have to decide to put 
them under control even though they have been reduced in the fast 
few months. 

Mr. Wotverron. You might not find it necessary to control the 
exportation of fertilizer at the present time because of the care that 
is being exercised by the fertilizer industry, yet the fact remains that 
there is a continually growing demand for fertilizer in this country. 

Mr. Macy. That is correct. 

Mr. Wotverton. Then taking into consideration the fact that sulfur 
enters so largely into the manufacture of fertilizer, it seems to me it 
all comes back to the necessity of care being observed, first, as to the 
amount of sulfur that we ship out of the country and also the amount 
of fertilizer that we ship out of the country, because if our farm pro- 
gram carries out the policy that it now has of increasing production, 
we certainly are all aware of the fact that it can only be done by the 
increased use of fertilizer, and to produce fertilizer you must have 
sulfur. 

Then we had before us that the newspapers, that are our method 
of carrying on the freedoms that we prize so highly in this country, 
freedom of speech, are fearful that they are going to meet a situa- 
tion that might make it impossible for some newspapers to get paper. 
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It has been presented to us as a direct result, or at least as a con- 
tributing factor, due to the lack of sufficient supply of sulfur that goes 
ino the manufacture of newsprint. 

So that altogether it seems to me that this subject is one that requires 
a very careful and close study and consideration. I am not criticizing 

bg ¥ . . . 
what you have done up to this time, but I am trying to emphasize that 
from such evidence that this committee has had it seems to me there 
are several phases of it that will require additional study to the end 
that we will not be caught short in those necessary uses to which it is 
yut in our own country. 

Why did we ship large amounts of fertilizer to the Far East during 
the past 3 years? You spoke of the Philippines, we also sent it to 
Korea, and we also sent it to China. Are we continuing to do so? 

Mr. Macy. No, sir, Mr. Congressman. 

Mr. Worverron. I like the emphasis you place on the “No.” It is 
probably a very recent policy, though, is it not ? 

Mr. Macy. I can say without looking up the record, with assurance, 
that there has been no licenses granted for the export of fertilizer to 
China or to Hong Kong since December 8, 1950. Beyond that date 
Tam not so sure. 

Mr. Wotverton. We evidently had our eyes opened about Decem- 
ber 8, 1950. 

Mr. Macy. I feel that I will have to explain that a little bit further 
because in March of 1948—TI repeat, 1948—the Department of Com- 
merce put into effect a new procedure for the control of strategic 
commodities to what we called group R countries. Those group R 
countries were countries in Europe, both east and west. We developed 
interagency views as to what commodities should not be allowed to go 
to unfriendly countries. This was back in 1948. I do net mind say- 
ing that we spent some very uncomfortable days, weeks, and nights, 
both within the Government and with the public because some people 
felt that we were going too far and too fast on export controls for 
security reasons. I well remember a very large meeting in the De- 
partment of Commerce auditorium protesting in that connection. 

I also remember even better a meeting in New York in which we 
met with the trade to try to explain why we were doing this, and we 
had quite a time in doing it, but we did go ahead with controls to the 
U.S. S. R. and other countries starting in March 1948. Then as con- 
ditions developed in the Far East the Secretary of Commerce, through 
his Office of International Trade, put controls on Korea, North Ko- 
rea, Within a few days after North Korea started marching south. 
As far as China is concerned, we tightened controls even earlier, in 
1949, as the Communist Chinese moved south through China. 

Then at the time North Korea started south we canceled the licenses 
that were outstanding to China on commodities that were under con- 
trol. We increased the scope of the controls—by “scope” I mean the 
number of commodities that were under control—to China, Hong 
Kong, and Macau. Then on December 8, the date I mentioned, we 
put out an order requiring that any commodities, including tooth- 
picks or anything else, required a license before the commodity could 
be shipped to China, Hong Kong, and Macau. Since that time we 
have not issued a license for shipment of a commodity to China. 
We have granted licenses for shipments to Hong Kong, but licenses 
to Hong Kong have been screened. 
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Mr. Wotverton. Is there any difference between shipments mace 
to China and those made to Hong Kong? 

Mr. Macy. Yes. We feel, and I do not want to go into that policy 
because all we do is carry out the policy, that as far as Hong Kong 
is concerned we screen our applications very, very carefully, and we 
check them over there with our American representatives in Hong 
Kong, and we grant licenses on the basis of very carefully screened 
needs. Nothing of strategic value has gone actually to that area. 
We have let a few things go. 

Mr. Wotverton. Your statement with reference to your policy com- 
mencing in March of 1948 and what it is at the present time and since 
December 8, in my opinion is considerably different from a practical 
standpoint, because notwithstanding the policy that you speak of as 
having been inaugurated in March 1948 this committee had evidence 
before it last September that even as strategic and important a material 
as molybdenum, which was supposed to be under control, was being 
shipped from this country to the United Kingdom and being retrans- 
ported direct to Russia. 

Mr. Macy. That was a violation. 

Mr. Wotverton. I remember very distinctly in our hearings that 
we did not get very much encouragement from the Department of 
Commerce or its officials at least who appeared before us as to how 
effective we could be in watching or policing, to see what was done 
with molybdenum that was sent to Great Britain. The idea seems 
to be that it was a rather ticklish matter for us to step in and require 
of a country to whom we had sent a strategic material that they should 
or should not do certain things with that which was sent to them. So 
that if we have a different policy now since December 8 that has 
tightened up to the extent that you have indicated, it is very gratifying 
to me in that we have become realistic and practical; and looking at 
this situation in that light, it is my opinion it should have been looked 
at that way long before it was. But I will not involve you in an 
argument, nor will I impose upon the committee to further express 
my own views with respect to this, but under ordinary circumstances, 
if time did not press, I would do so. 

That is all. 

Mr. Hetier. Mr. Chairman, Mr. Wolverton has so thoroughly in- 
quired into the facts that I believe I might be repetitious in asking 
one or two questions, but I want to follow through particularly on 
a question which Mr. Wolverton asked, whether or not we are now 
stockpiling sulfur. I believe your answer was “No.” Is that correct! 

Mr. Macy. I would not want to answer that categorically. 

Mr. Brooks. I think, sir, it is a question that is better directed to 
the National Production Authority or one of the agencies concerned 
with the stockpiling program. I did mention earlier that to the best 
of my knowledge there is not a stockpile program for sulfur. 

Mr. Heuier. As a practical proposition would you not say that the 
time has come when such a policy program should be initiated ? 

Mr. Brooks. I have heard that suggested, but I have also heard it 
said it could not be carried out at the moment because the shortage is 
such that nothing could be put in the stockpile at the moment. 

Mr. Heiter. Now, on this proposition of export license applica- 
tions, could you tell me briefly what facts and information are re- 
quired to be presented before such applications are granted ? 
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Mr. Macy. I would like Mr. Brooks to give that to you generally 
and if you desire after that, we can be very specific with pieces of 
paper, the kind of requirements we have, but we do not have that 
with us. 

Mr. Heuer. I mean just a brief statement of what is required. 

Mr. Brooks. Very briefly, the applicant for license has to give his 
name and address, give the name and address of the firm to whom he 
is shipping, name and address of the ultimate consumer, the name of 
the country of ultimate destination. He has to describe the com- 
modity in sufficient detail so that it can be properly identified, give 
the quantity and the price at which it is being exported. In certain 
cases he is required to give his source of supply. In the case of sulfur 
he is required to show that the sulfur will actually be available to him 
if the license is granted. 

Mr. HEeLier. Toes such application or any inquiry which may fol- 
low thereafter require an pian nt as to its end use ? 

Mr. nat is required to state the end use at the time he 
makes application. 

Mr. Ek. Now, is there any inquiry made by you folks as to 
whether or not the facts regarding the end use are correct? 

Mr. Brooks. We send many, ri don’t know how many, end-use 
checks every day to American embassies and consulates around the 
world, giving the specific facts of the application and asking for local 
investigation to be made and a recommendation to be sent to us. 

Mr. Hexxier. That is made a part of the record and considered be- 
fore the application is granted ? 

Mr. Brooks. Yes, sir. 

Mr. Hexxer. So that in your direct statement, where you men- 
tioned that it is necessary for anyone who applies for an export license 
to attach a letter showing supply availability, you might like to amend 
that and state “and also its end use”; is that correct ? 

Mr. Macy. The end use is a part of the application itself on all 
commodities. This is something that we require on sulfur that is in 
addition to the general requirements on all commodities. But we do 
ask for the end use on all commodities. 

Mr. Heiter. Now with respect to the applications, who passes upon 
those applications ? 

Mr. heme The applications are passed on by licensing officers. 

Mr. Hewrer. In the Department of Commerce ? 

Mr. Brooks. In the Office of International Trade of the Department 
of Commerce. 

Mr. Hewtier. What experience and background do these officers 
nave ? 

Mr. Brooxs. The majority of them are considerably experienced 
in export licensing, export controls having been in effect since July 
1940, and a considerable number of officers have been with the organi- 
zation since that time. 

Mr. Hexier. Since what year? 

Mr. Brooks. Since July 1940. The group generally is of substan- 
tial experience in export licensing work. 

Mr. Wotverton. Will the gentleman yield? 

Mr. Heuer. Yes. 

Mr. Wotverron. I have in mind that during our investigation of 
last summer, and I will mention only one illustration but I could men- 
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tion more, that one person who had that authority had previously been 
employed as a sales girl at one of our department stores here in Wash- 
ington, and in a short time was in a position of passing on licenses. 
I think that may be the reason Mr. Heller made some inquiry as to the 
experience of persons, although he may not have known of that par- 
ticular instance. But we had it before our committee. I had the 
complete personnel files of the Control Division and I went over them 
in detail. I was surprised at the lack of background that prevailed 
in so many instances on the part of those who were exercising this very 
important function. 

Mr. Hetier. What supervision is there over those who pass upon 
these export license applications ? 

Mr. Macy. Congressman Heller, we have immediately under my 
direction as Acting Director of the Office of International Trade, an 
Assistant Director of the Office of International Trade in charge of the 
people who handle the licenses. Under that position we have divi- 
sion directors. A division will consist of a group of related com- 
modities grouped into what we call a division. That director then 
has section chiefs, breaking it down further between commodity 
groupings, so that you get a smaller group of commodities under one 
supervisor. We will have senior licensing officers under that gentle- 
man, the section chief, and in some places it is necessary to have some 
unit chiefs, but at least senior licensing officers that supervise a small 
group of the licensing officers. 

Now we try to have as best we can people who know, who have 
experience in the export control operations, because it is a rather 
complicated operation, plus wherever we possibly can or to the extent 
we possibly can, we try to have some competency and experience with- 
in the commodity fields on which they work. We have not always 
been able to get that combination, but we have been very successful 
during the last several months in getting people who handled this 
job during the war and shortly thereafter to come back and work on 
this job. So that we have a good nucleus of people with considerable 
experience both in the licensing and in the general commodity field 
over which they work. 

In addition to that, on highly technical commodity and industry 
problems, we have an opportunity to consult very closely with the 
National Production Authority, which has specialists in ‘these com- 
modity fields who are highly trained. So we do get that competency 
we might not otherwise have within the office. 

Mr. Hetuer. Are these examiners or officers required to make writ- 
ten reports on these applications? 

Mr. Macy. Maybe I should go into more detail. Actually when 
they sign a license application which starts the machinery resulting 
in a license, it goes to another division with a few people who review 
it to see that it is within policy generally and and is typed on safety 
paper and issued. 

However, the licensing oflicer makes a table of the approvals he 
recommends for licensing and those are subject to day-to-day review 
by the section chief and the Division Director. 

Mr. Hetter. In other words, he has an outline before him of cer- 
tain things which he must check and look for; is that correct? 

Mr. Macy. That is correct. 
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Mr. Hetter. That would be in lieu of a report which he would be 
otherwise required to make; is that so? : 

Mr. Macy. That is correct. 

Then we have also a group of investigators who are available to the 
licensing officer at all times and he refers cases on which he has ques- 
tions to them for consultation and further investigation. 

Mr. Hetxer. But, in the last analysis, his report is based upon letters 
and various papers which he has before him; is that correct ? 

Mr. Macy. Phat is correct. 

Mr. Hetier. Are these statements which are submitted in connec- 
tion with the applications under oath or are they just letters explain- 
ing what they want? 

Mr. Macy. The license application presented to the Office of Inter- 
national Trade is signed by the applicant and anything he puts on 
that piece of paper is official information and we can use that informa- 
tion in any investigation for any penalty that we might want to put 
on administratively for misrepresentation or in serious cases we might 
seek criminal prosecution. That is used as evidence in that connection. 

Mr. Heuer. I think that is all, Mr. Chairman. 

Mr. Worverton. In answer to Mr. Heller’s questions you made ref- 
erence to the fact that they have papers with data of one kind or 
another before them to guide them in the judgment they are to exercise. 
Is there any provision made for telephone messages ¢ 

Mr. Macy. I am not sure I understand the question, Congressman. 

Mr. Worverton. I do not want to make it too personal but I 
thought at times maybe a telephone message from some particular 
source might be helpful. 

Mr. Macy. We think our people are very conscientious in doing the 
job right. 

Mr. Wotrverton. I have in mind the case that we took particular 
notice of last summer, the molybdenum case which started all this 
investigation which has been carried on subsequently by Senator 
O’Conor, and has resulted in both Houses of Congress taking legisla- 
tive action, and that case showed in the application that had been 
approved, the statement that the molybdenum was for resale. In 
other words, the license was granted to an individual to send that 
highly strategic material, molybdenum, to Great Britain, and it was 
marked “For resale” which was afterwards fulfilled by selling it to 
Russia and transshipping to Russia. 

So that when we speak of forms and all that sort of thing, I have 
before me always the memory of the evidence that we had in that case 
which we pursued very, very carefully. We were greatly handicapped 
in our inquiry by the refusal of the Department—you were not in 
charge then, I believe—the Department of which you are now head, 
even to give us the name of the person or company to whom the 
license was granted so that we could follow it through. Fortunately 
for the committee, we were able to get the information from another 
source. So that when the agency did give us the information some 4 or 
5 months after the shipment had been made, we had long before that 
been in possession of the information through our own efforts. 

When you speak of all this paper work I realize that during the 
months that have passed there has been an awful lot that went through 
which in my opinion should not have gone through, notwithstanding 
the methods you state were pursued, 
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Mr. Beckworrn. Would you mind listing the members of the inter- 
agency committee that has been mentioned several times today? Who 
represents the Agricultural Department? Who represents the State 
Department ? 

Mr. Macy. I would have to get from the Assistant Secretary the 
names of them because I do not have them here. My memory is not 
sufficient to give the whole list to you. 

Mr. Beckwortnu. Who are some of them? Do you work with them 
personally ? 

Mr. Macy. I do not. I am a member of the top committee, yes; 
representing the Office of International Trade. 

Mr. Beckworrn. But you do not work with the interagency com- 
mittee ? 

Mr. Macy. I sit on the top committee. The operating committee is 
the one that meets day in and day out. I do not sit on that. 

Mr. Beckworrn. You have something to do then with approving 
or disapproving what the interagency committee does? 

Mr. Macy. No, sir. As a member of that committee I have one 
voice. I present our point of view as far as the Office of International 
Trade is concerned relative to each question on the agenda. 

Mr. Beckworru. You do not remember the names of any members? 

Mr. Macy. The chairman of that committee takes the informa- 
tion and advice from the various individual members. That forms 
then the basis for the recommendation to the Secretary from the com- 
mittee. It is not a voting committee; it is an advisory committee. 

Mr. Beckwortu. The interagency committee is an advisory com- 
mittee ? 

Mr. Macy. It is an advisory committee to the Secretary. 

Mr. Becxworrn. But you do not offhand remember who are on it? 

Mr. Macy. There are about 15. 

Mr. Beckworrn. You can name one of them, one member of the 
interagency committee. You can name one member at least; can 
you not? 

Mr. Wotverron. You have sat enough with them. TI should think 
this would enable you to tell us who they are. 

Mr. Beckworrn. Just name one or two of them. We might know 
them. Who represents the State Department? 

Mr. Macy. Mr. Rhodes sits on the committee for the Department 
of Agriculture. 

Mr. Becxwortn. Now who represents the State Department ? 

Mr. Macy. A Mr. Armstrong is the man who usually is there. 

Mr. Becxwortn. Naturally the Secretary of Commerce has the 
real responsibility of finally determining what leaves this country; 
does he not ? 

Mr. Macy. That is correct. 

Mr. Beckwortn. Suppose that either Mr. Rhodes or Mr. Armstrong 
genuinely insists that a given shipment go to agriculture, we will say, 
in one of the countries that uses sulfur. Is there any disposition 
on the part of the Commerce Department to veto that kind of thing? 

Mr. Macy. I would say that the operation of that committee is 
more on the basis of each agency expressing its point of view, and 
the Secretary takes these various agencies’ recommendations very 
seriously. If there is a real dispute or question that they have not 
gotten into pretty good agreement, the Secretary may very well take 
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it to the heads of the agencies involved and discuss it with them. It 
is an advisory type of thing. 

Mr. Beckworru. To your knowledge, has any one of the divisions 
of our Government, represented by a member on the advisory com- 
mittee, been rejected occasionally on that on which the representative 
has acted ? 

Mr. Macy. If an agency representative feels very strongly about 
his position he may appeal to the Secretary for an additionat hearing. 

Mr. Beckwortu. to put it another way, your experience with the 
entire procedure has been that the Secretary more or less merely ap- 
proves what a given agency has requested; or does he genuinely ex- 
amine, we will say, what the Department of Agriculture requests? 
That is what I am trying to find out. 

Mr. Macy. There are many occasions when he has had to get into 
a rather detailed analysis of the situation in order to be sure that his 
decision is correct. As is the case with most interagency advisory 
committees, he is using the ACEP as a sounding board to be sure 
that the actions he takes are pretty well in agreement with those 
agencies, but he does not necessarily act in accordance with the ma- 
jority vote or unanimous committee decision. 

Mr. Becxworru. In how many instances in the case of sulfur or its 
derivatives have you known that export licenses have been — 
proved because it was feared that the product was going into the hands 
of people not friendly to us? 

Mr. Brooxs. We would have to bring that information to you, Mr. 
Chairman, 

Mr. Brecxwortn. You know of some instances like that; do you 
not ¢ 

Mr. Macy. I do not have any particular cases in mind at the present 
time on sulfur; but we do all the time have cases that we question, and 
T assume there are some on sulfur, but I have not been, as it happens, 
involved on any specific cases on sulfur. 

Mr. Beckworrn. In connection with the name of a company that 
comes to you, do you inquire into the background of that company 
quite in detail in spite of the fact that the name may sound good. 

Mr. Macy. We have a rather lengthy list of firms, both exporters 
from the United States and importers into other countries, and over 
the years we have kept them up to date and have some pretty good 
information about those companies. That list is used daily, hourly, 
and by the minute to check cases as they come in. When we have 
reason to want to know something more about a company—I am 
thinking mostly of an importer on the other side—we will make this 
so-called end-use check that was brought out by Congressman Heller 
awhile ago and send abroad to get more information. We do also 
check on exporters from the United States if we feel there is a reason 
to do so through our contacts here and our investigating group. So, 
we are checking up on them. 

Now, there are many cases where we do not check on them because 
they have been in the business—we know pretty much about them— 
but, otherwise, we have made quite a large number of checks. 

Mr. Becxwortn. I notice on the first page you mentioned this was 
done— 
to avoid further aggravation of the shortage by issuing licenses to persons who 
did not have immediate access to supplies. 
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Do you issue any licenses at all now to a person who cannot at the 
moment establish where he is going to get the sulfur or must he defi- 
nitely show at the time he submits his application he can procure the 
sulfur ? 

Mr. Brooxs. He must show. 

Mr. Beckwortn. You are about as familiar as any other person 
in the Commerce Department with the over-all sulfur picture, I 
assume ? 

Mr. Macy. No, sir. We have the responsibility in connection with 
export control. 

Mr. Beckworrn. You would be interested as you determine those 
questions in our domestic situation ? 

Mr. Macy. We work very closely with the National Production 
Authority people and we get a lot of information from them, but it 
is their responsibility as far as the domestic conservation and use are 
concerned. So, they would know much more about the sulfur situa- 
tion than we. 

Mr. Becxwortn. I represent an agricultural district and an agri- 
cultural area. Are you yourself rather sure that the farmers in this 
country will have ample fertilizer, for example, at a reasonable price 
in the next 2 or 3 years? I realize it is not your primary responsibil- 
ity, but you have the responsibility that may take from them such 
fertilizer. 

Mr. Macy. That is a good question, but it is,-on the other hand, a 
difficult question to answer. 

Mr. Beckworrn. There is no more important problem to the coun- 
try at this time, because you know the great plea right now is 
going out that we need more grain, more meat, more fiber, and more 
everything else. You have a relationship there. I asked you that 
question because you have the responsibility of helping to determine 
something that certainly can have the effect of taking fertilizer from 
them. 

Mr. Macy. It so happens that I come from an agricultural area 
and was raised on a farm and worked in the agricultural field prior to 
coming to Washington. 

Mr. Beckwortu. That adds to your ability to answer this question : 
so. I hone you do answer it. 

Mr. Macy. It adds to my interest in the question; but as far as 
meeting the fertilizer need is concerned, the demand for fertilizer 
throughout the last several years has grown so rapidly that certainly 
I would not consider myself in a position to say whether the demand 
will be met. When it comes to the actual need, there is certainly indi- 
cation that the amount of fertilizer that will be available will be. 
compared to the past, rather large. I have not followed the specific 
figures on fertilizer in detail. We have others doing that, but there 
will be a demand for fertilizer, in my judgment, greater than the 
supply for the next year or so, assuming that the demand for food is 
going to be what all of us would imagine it would be in the next few 
years. It all boils down to the fact that the demand on the United 
States supply of sulfur is critical throughout and everyone will not 
be able to get every bit that he needs, but we certainly see the serious- 
ness of the fertilizer situation as well as for the newsprint. 

Mr. Beckworrn. You think unquestionably we will have to have 
rationing of sulfur? 
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Mr. Macy. I frankly do not know the answer to that question, Mr. 
Chairman. We certainly will have to do something to get the demand 
of sulfur in line with the supply, or maybe I should say the supply 
in line with the demand. Whether that will take rationing of it or 
strict controls by the National Production Authority, I think they are 
more qualified to answer that than we are. What we in the export- 
control end will do to the best of our ability is restrict the amount 
that goes to what we would consider to be minimum essentials in con- 
nection with that needed in the United States. Then you have your 
conservation; you have the increased production that Dr. Boyd spoke 
about. If those things do not do the trick, maybe it will take some- 
thing more severe, but I just would not be able to judge that. 

Mr. Beckworru. I have just one other question and you can supply 
the answer for the record. Since there has been a genuine program 
of issuing export licenses on sulfur, 1 would like to have the number 
of applications that have been rejected put in the record for us. 

(The information is as follows :) 


Applications rejected or returned without action since RO control (December 

















1950) 
Number of aa 
applications Tonnage 
ee ee ee 
Cas Sa alandetcuscdseds de cuehsess isie daloansdene SS oa ae | 37 58, 815 
De ticteh a ne chen a enen sepestensenccudbedhdaitiessess = | 67 6, 897 
SARE A EPA ere nn en pe | 104 | 65, 712 





Mr. Becxwortn. It is my understanding that we are likely to have 
a vote rather soon, and because of that fact it will be necessary to 
adjourn the hearing subject to the call of the Chair. 

(Whereupon, at 4:15 p. m., the subcommittee adjourned to recon- 
vene at the call of the Chair.) 
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WEDNESDAY, JUNE 13, 1951 


House or REPRESENTATIVES, 
SrectaL SUBCOMMITTEE OF THE 
CoMMITTEE ON INTERSTATE AND ForeEIGN CoMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to call, at 2 p. m., in room 
1334, New House Office Building, Hon. Lindley Beckworth (chairman 
of the special subcommittee) presiding. 

Present: Representatives Beckworth, Heller, Wolverton, and Dol- 
liver. 

Mr. Beckxwortu. The subcommittee will come to order. 

The first witness we shall have is Mr. John Wood, of the Sulfur 
Section, Chemical Division, National Production Authority. 


STATEMENTS OF JOHN F. WOOD, CHIEF, SULFUR UNIT, CHEMICAL 
DIVISION; AND ROGER MULLIN, OFFICE OF GENERAL COUNSEL, 
NATIONAL PRODUCTION AUTHORITY 


Mr. Woop. Mr. Chairman and members of the committee, my name 
is John F. Wood. I am Chief of the Sulfur Unit of the Chemical 
Division of the National Production Authority. I have been re- 
quested to appear before this committee to present certain data regard- 
ing the distribution of sulfur and to discuss the recent Government 
order concerning the distribution and use of sulfur. Information on 
the distribution of sulfur or sulfuric acid, which accounts for approxi- 
mately 75 percent of all of the sulfur used in this country, has not 
been collected regularly by the Government. 

I have some data to present, however. Following is table I, showing 
the estimated consumption of sulfur and of sulfuric acid, made from 
crude sulfur and other surfur-bearing materials: 

(Table I is as follows:) 


TABLE I.—Estimated consumption of sulfur in the United States, 1945-49, by uses, 
in long tons 





1949 





1, 765, 000 
740, 000 
330, 000 

98, 

94, 
53, 
210, 

8, 

202, 

3, 500, 000 


Chemicals! 

Fertilizers and insecticides 
Pulp and paper 
Explosives ! 


#82 


BRE 
$8888888 





SSE5E5 


: 


Food pro@uste..:..-..............-c--ccee 
Miscellaneous me. 





Z 
S 


~ 8, 540,000 | 3, 














' To avoide disclosing estimated consumption of sulfur in direct war applications, such as military ex- 
plosives, sulfur so used is included with “Chemicals.” 


Source: Chemical Engineering. 
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Sulfuric acid (basis, 100 percent) consumed in the United States, 1945-49, 
industries, in short tons 


Industry | 15 | 1946 1947 ! 148! | 1949 
sae meade? 21 GE BALE ie at 2 ee 


! 
Fertilizer snnaies : “a 2, 850,000 | 3,020,000 | 3,410,000! 3, 480,090 3, 470, 000 
Chemicels ?___- eevee 2, 220,000 | 1,760,000 | 2,010,000 | 2,100.000 | 2, 060, 000 
Petroleum refinining as - | 1,020,000 | 1, 000, 000 1, 180, 000 1, 220, 000 1, 210, 000 
Paints and pigments oa » 34 | 520, 000 550, 000 | 665, 000 | 680, 000 670. 000 
Coal products ‘ 600, 000 510, 000 | 698, 000 | 670, 000 | 620, 000 
Rayon and cellulose film . é 495, 000 556, 000 610, 000 | 640, 000 | 650, 
Iron and steel = yar. rae 570. 000 5, 000 540, 000 | 565, 000 | 520, 


In iustri?l explosives 2 eee ee. Sle 100, 000 
Textiles Eee! eee + 70, 000 
Miscellaneous 3 wo ey So 400, 000 


. 000 | 125, 000 130. 000 123 
75, 000 73, 000 | 70, 000 75 


20, 000 | 369, 000 370, 000 377, 000 





| 


Other metallurgical 330, 000 | 280, 000 | 315, 000 | 320, 000 | 325, 


Total ii _ 9, 175, 000 8, 651,000 | 9,995,000 | 10, 245, 000 10, 100, 000 
| | 





1 Revised figures. 
? To avoid disclosing estimated consumntion of acid in direct war applications such as military explosives, 
acid so used is-combined with ‘‘Chemicals.” 


Mr. Woop. These data were obtained from the Bureau of Mines 
Minerals Yearbook for the years 1945 through 1949 and are noted in 
turn as having been obtained from Chemical Engineering, a trade 
publication. 

The sulfur requirements data for the years 1950 through 1952 were 
developed in the Department of Commerce for the International Ma- 
terials Conference and are presented in table IT which follows: 


TABLE II.—Estimated consumption of sulfur (brimstone) in United States, 
1950, and estimated requirements for 1951-52 


{Long tons] 








Industry 





Sulfuric acid uses: 

Fertilizer (superphosphate, byproduct ammonium sul- | 

fate, synthetic ammonium sulfate) .__............__.....} 865, 000 955, 000 
Miscellaneous agriculture rE ce Pot melee aden, MeN!) = ah 39, 000 
Petroleum refining... __- 450, 000 | 530, 000 
Chemicals and miscellaneous ea 730, 000 | 885, 000 
Iron and steel a oe _—"' 185, 000 | 215, 000 
Other metallurgical __._..__ : 105, 000 | 125, 000 | 
. . SR I ee 295, 000 | 340, 000 | 
Industrial explosives 40, 000 | 45, 000 
Rayon and cellulose film_._____. 230, 000 | 260, 000 


FBG Ree Bee fo Pe TORENT s was a 8 

Subtotal 4 | 2, 965, 000 | 3, 394, 000 
Nonsulfurie acid uses: | 
Pulp. Jb Actinic chit ase ; . 482, 000 
oS  ., ae eee ‘ | 200, 000 
Ground and refined__________ edietnithanddaatia taal 5, 271, 000 
Other chemicals i | 200, 275, 000 360, 000 





a ee) oe 1, 035, 000 | 1, 228, 000 | 1, 450, 000 


| 4,000,000 | 4,622,000 5, 000, 000 
| | | 











Mr. Woop. Since the figures in table II embrace crude sulfur only 
they will differ from the data contained in some of the compilations 
of the International Materials Conference which are stated to in- 
clude sulfur from all sources. Such figures would include sulfur in 
sulfuric acid made from smelter fumes, pyrites, and refinery gases. 

The classifications in tables I and ITI are different and are not recon- 
cilable. The premise on which the two sets of figures were developed 
were very likely different and neither set was based on confirmed 
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statistical data. None of the published statistics reflect the reuse of 
sulfuric acid. The total of alt uses equals the total production of 
new acid whereas the data should show probably 20 percent more usage 
than primary production. It is now believed it would be very con- 
structive to develop, at this time, another set of estimates since we 
expect to have more competent data available soon. 

The balance on native sulfur in 1950 may be derived as follows: 


[Reported in long tons] 


Production, 1950 
Decrease in producers’ stocks, 1950 445. 000 


5, 637, 000 

Less exports: 
Native crude ; oes 
Processed_.__— ‘ me Cee 45, 000 
—_———— 1, 485, 000 


ae: areas Gementicaty—.... .....-.................-- 4, 152, 000 
Estimated United States consumption, 1950 4, 000, 000 


ieeenence. .....___...... ster pininalaldtannes scaticecienieiscteshntibeanbions: a Aa 
This difference is probably an increase in consumers’ stocks since 
shipments were very heavy after the mid-year 1950. 
The balance on native sulfur in 1951 does not appear as favorable 
as follows: 


[Reported in long tons] 


Estimated production, 1951 ; 5, 250, 000 
a SE Eee ee ee shbicin cinta _ 1, 350, 000 


Available domestically if no decrease in producers’ stocks____ 3, 900, 000 
Estimated requirements, 1951 : 4, 622, 000 


722, 000 

The demand in 1950 was met by reducing stocks in the hands of 
producers but this process cannot be continued. Producers stocks 
include sulfur in process and therefore the April 1951 figure of 
2,750,000 long tons, as reported by the Bureau of Mines, is not all 
available for immediate shipment. In the opinion of the sulfur in- 
dustry the producers’ stocks are considered to be at dangerously low 
levels. 

The very substantial deficit of sulfur is a result of increased busi- 
ness needs and although defense needs are certainly covered, con- 
tinued progress in the development of our country must also be pro- 
vided for. The additional sulfur requirements therefore must be 
satisfied by increasing the reuse of sulfuric acid, substitution of other 
materials such as hydrochloric, nitric, and other acids, promoting 
the use of other sulfur-bearing materials such as pyrites, smelter 
gases, refinery gases, sour natural gas, and lower bah of elemental 
sulfur-bearing ores. Some sulfur is being obtained from these sources 
now but there must be more. It will require time, however, to develop 
the sources, build the plants, and work out the economies. 

Conservation and substitution: Sulfuric acid use data is now being 
filed with the NPA and it is being reviewed and compiled. There are 
many obstacles to be overcome to get more use out of sulfuric acid 
before it is finally reacted or rendered useless—such as becoming too 

80176-—51—pt. 1——9 
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dirty or too dilute. It is expected that we will find many cases where 
sulfuric acid can be withdrawn from its present use while it is still 
sulyageable and it is expected that we will find some spent acids that 
are still usable for sna materials such as fertilizers. In some 
cases, the economies of changing some of these processes may not be 
favorable but in the whole it is believed that a substantial quantity 
of sulfuric acid, an amount which we would not now even want to 
estimate, can be made available for further use. 

There are many cases where sulfuric acid is used because it is the 
least expensive acid. In pickling of steel, for example, other acids 
such as hydrochloric acid could be used but there are other factors 
involved. Chemicals are corrosive—any plant designed to handle 
sulfuric acid probably, in most cases, cannot be readily converted to 
hydrochloric or nitric and the shipping containers must be made of 
different materials. Relatively strong sulfuric acid can be shipped 
in a steel tank car but commercial grade hydrochloric acid must be 
shipped in a rubber-lined car and nitric acid must be handled in 
stainless steel or possibly aluminum. The same materials problem 
occurs in plants where ordinary steel tanks are used to store sulfuric 
acid and ordinary steel pipe and even pumps are used to handle the 
acid within the plant. This same equipment is not usable witli other 
acids, 

Within the past 6 months there has been an increase in the use of 
spent acids for such products as superphosphate and, as stated above, 
there probably will be some more. Also, there has been in Europe 
considerable development in the use of nitric acid for the acidulation 
of phosphate rock to make superphosphate. There has been some 
experimentation with nitric acid in the United States but there are 
again may obstacles to be overcome. Generally speaking, simply 
treating phosphate rock with nitric acid will result in a fertilizer mate 
rial which will pick up water and be difficult to ship and to spread on 
farm land with existing equipment. It is reported that ammoniation 
of nitric acid treated rock tends to improve its condition, and there 
are other possibilities—such as removing from the treated rock all 
or part of the calcium nitrate formed, which is the material which 
makes the fertilizer sticky. It would seem that treatment of rock 
with nitric acid would be an ideal solution since the acid radical, 
containing nitrogen, would raise the plant food content of the finished 
product and in one operation accomplish the desired result of render- 
ing phosphate soluble and adding in nitrogen. However, except for 
those plants now owne? by the Ordnance Department it is not be- 
lieved that there is much available capacity for oxidation of ammonia 
to nitric acid. Such plants require platinum catalysts usually and 
they must be made of stainless steel to resist the attack of the nitric 
acid formed. Stainless steel is a very short item today. 

In some processes there are other acids that can be used—such as 
phosphoric but the net gain in conservation of sulfur will result 
only when such phosphoric acid is made without using sulfuric acid, a 
very common method today. Other phosphoric acid is made by the 
more recent technique of oxidizing elemental phosphorus from electric 
furnaces. 

Based on the number of requests for additional shipments of sulfur 
and the operating rates in sulfuric acid and other consuming in- 
dustries, the supplies of sulfur in the hands of consumers have been 
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diminishing rapidly. It was deemed necessary therefore to check 
this excessive consumption of this basic material. Effective June 1, 
1951, our order M—69 was issued. 

This is a limitation order, limiting the use to 100 percent of 1950, 
To the extent that new plants must be supplied and that certain plants, 
or certain industries, or certain segments of an industry must be 
supported at the current rate, this 100-percent rate probably will 
have to be lowered. A lower rate to start was ruled out on the basis 
that it could not be justified without more adequate information. The 
order provides that consumers must furnish data, which will permit 
an intelligent evaluation of the sulfur situation. 

With these data guidance in administering the order with respect 
to various users or industries will be obtained from a materials require- 
ments committee. In the meantime, the Chemical Division will at- 
tempt to support basic chemicals, steel, petroleum, and rubber fully 
to the extent that this can be carried out without seriously disrupting 
the general 100-percent limitation. 

In the matter of exports, the Office of International Trade of the 
Department of Commerce initiates the programs and confers with 
various other Government departments and official bodies. The final 
decision is made by the Secretary of Commerce and the NPA imple- 
ments his directions. 

Mr. Chairman, that is the end of my prepared statement. 

Mr. Beckworrn., How soon do you think the 100 percent might 
have to be lowered ¢ 

Mr. Woop. I wish I knew the answer to that, sir. I do not believe 
it can be lowered intelligently until we have accumulated the data 
which are required to be reported under the order. These reports are 
not due to be returned to us until the 28th of June. I rather suspect 
that it will be some 6 weeks hence before we will be able to analyze 
that information, sir. 

Mr. Becxworrn. I notice in your statement on page 7 you say: 

In the meantime, the Chemical Division will attempt to support steel, petro- 
leum, and rubber fully to the extent that this can be carried out without 
seriously disrupting the general 100-percent limitation. 

Does newsprint enter the picture there and what is your idea of 
newsprint when you mention those commodities ? 

Mr. Woop. No, sir; I added one commodity that is not on your par- 
ticular copy, which is basic chemicals. Newsprint would not be con- 
sidered in the basic chemicals, nor would it be considered in these 
others as enumerated. 

Mr. Becxworrn. Do vou feel that the dangerously low level of 
stocks on hand are calculated to become a lot lower than they are 
right now ? 

Mr. Woop. Had not the Government elected to issue this order, I 
think they would have, sir. The order should tend to prevent them 
from being depleted at a rapid rate. 

Mr. Becxworrn. That is really the purpose of the order? 

Mr. Woop. Yes, sir. 

Mr. Becxwortn. The effective date of that order is June 14 

Mr. Woop. That is right, sir. 

Mr. Becxworrn. Is it calculated that the order itself will be enough 
so that you will not have to go any further ? 
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Mr. Woop. No, sir; it will not be enough. This is the first time 
that a basic commodity like sulfur, that enters into so many things 
in the national economy, has ever been in short supply. We do not 
know whether this order will satisfy the needs or whether we will have 
to go to some other type of order. It was felt imperative that we 
stop the excessive use of sulfur immediately. 

Mr. Beckworru. Do you have a copy of that order with you? 

Mr. Woop. Yes; I do. 

Mr. Beckwortu. The committee would like to have a copy of it 
and we would like to make it a part of the record. 

Mr. Woop. Yes, sir. 

(The order referred to, and press release relating thereto, is as 
follows :) 

UNITED STATES DEPARTMENT OF COMMERCE 


NATIONAL PRODUCTION AUTHORITY 


Washington, D. C. 
NPA-798 
Sulfur Order M-69 
{For immediate release, Saturday, June 2, 1951] 


The National Production Authority, United States Department of Commerce, 
today ordered sulfur suppliers to ship sulfur only when authorized by NPA, and 
limited sulfur users to 100 percent of last year’s rate of consumption. 

NPA said issuance of order M-—69 was necessary because at the present rate of 
use there simply isn’t enough sulfur to go around. 

The use restriction becomes effective immediately. The authorization to sup- 
pliers will begin July 1. 

Although buyers are not required to get NPA authorization to purchase sulfur, 
it is necessary for them to make monthly reports to NPA on their uses of it and 
their inventories. 

The system will operate in the following fashion : 

Before the 1st of the month preceding the calendar quarter in which shipments 
are to be made, a supplier will file with NPA a form, NPAF-—99, listing his pro 
posed shipments for the quarter. NPA will examine this application, making 
whatever adjustments are required, and will return the form to the supplier at 
least 10 days before the quarter begins. He is then authorized to make the 
shipments. 

(For the quarter beginning July 1, the supplier should apply for authorization 
immediately. He will be permitted to make the proposed shipments while the 
form is being returned to him.) 

Beginning this month, a user of sulfur will make a monthly report on or before 
the 28th day of each month. He will report on NPAF-9S his use of sulfur during 
the preceding month and his inventory at the close of that month. He will also 
estimate his uses during the current month and estimate what his inventory wil! 
be at the end of it. 

NPA said this report on usages would enable it to get an accurate, detailed 
picture of the products requiring the use of sulfur and the amounts consumed for 
each. 

A supplier may ship 60 short tons or less of sulfur each quarter to a user 
without authorization. Any user who consumes 20 short tons or less a month is 
not required to make monthly reports. 

The order also provides for special adjustments when seasonal requirements 
make the 100 percent monthly use restriction impracticable. 

Inventories are restricted to a quarterly use total unless otherwise specifically 
directed by NPA. 

Sulfur and sulfuric acid—the chief source of which is sulfur—are used in vir- 
tually all essential industries. The rate of consumption has increased so rapidly 
in recent years that it has been estimated that this year’s demand would exceed 
the sulfur supply by 1,000,000 tons. The total 1951 production is estimated at 
about 5,200,000 tons. 

The world demand for elemental sulfur is almost entirely dependent on 
deposits in the Gulf coast region. Production there, now at an all-time high, can- 
not be increased, it was pointed out. 
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There are other sources of sulfuric acid, but a substantial production increase 
in this field will require a considerable period and will not be able to relieve the 
present extreme shortage at any time soon, NPA said. : 

A complicating factor in the limitation on the use of sulfur is that it is essential 
in so many vital industries. 

Agriculture uses large amounts of sulfur and sulfuric acid in dusting powders, 
pesticides, and fertilizers. Their uses are necessary to enable agriculture to 
maintain a high level of production of food and raw materials for clothing. 

Sulfur is used in the production of rubber and in the processing of sulfite pulp, 
from which paper is produced. 

The metals industries use sulfuric acid in the pickling of steel and in the 
production of zinc, aluminum, magnesium, and copper. 

The petroleum industry has a variety of uses for sulfuric acid, including the 
production of high-grade lubricating oils and high-octane gasoline. 

The manufacture of nitroglycerine, phenol, rayon, synthetic detergents, dyes, 
paints and varnishes, and some medicines are dependent on the use of sulfur 
or sulfuric acid. 

The shortage of sulfur is a comparatively recent problem. During World War 
Il. for example, there was a sufficient supply. It wasn’t until 1950 that the 
situation became tight. 

Production last year reached a peak of 5,192,184 long tons, an increase of 148 
percent over 1939 and an increase of 38 percent over the peak years of World 
War ITI. 

Even so, before the end of 1950 the producers of sulfur found it necessary to 
limit their customers’ orders. This limit amounted to approximately 20 percent 
in most cases. Despite these self-imposed restrictions by producers, they sold 
445,000 more tons of native sulfur last vear than they produced, making it neces- 
sary for them to draw on their reserves. 

This further tightened the supply, reducing the amount in stocks to about a 
6-month total, described by the industry as an “irreducible minimum.” 

As the shortage developed, efforts were made by the industry and Government 
alike to increase production of sulfur and sulfuric acid. 

Little headway was made in the elemental sulfur field because extensive 
explorations had failed to uncover any additional fields of sulfur similar to those 
from which sulfur is now being mined. 

The present deposits are beneath salt domes along the Gulf coast. The first of 
these deposits was discovered in 1867 when a company was exploring for oi}. 
Since then a total of 12 such domes have been located, 5 of which already have 
been depleted. 

These deposits are mined by the Frasch process, which involves the forcing 
of hot water into the sulfur deposits. The sulfur is dissolved and brought to the 
surface, where it is spread to dry. In this form it is pure sulfur. 

This system, developed around the turn of the century, proved so cheap and 
practical that there was little effort to develop other sources of sulfur or sulfuric 
acid. 

When the present emergency developed, attention was turned to ways of con- 
serving the present supply and to developing new sources of sulfuric acid. 

One of the conservation methods, for example, was the reduction by Canadian 
mills of the use of sulfur in the making of sulfite pulp. By using only about 235 
pounds of sulfur to a ton of pulp instead of the old method which required about 
275 pounds, a considerable saving was possible. 

The principal source of sulfuric acid aside from sulfur is pyrites—metal sulfide 
minerals containing 25 to 50 percent sulfur. This was the chief source of sulfuric 
acid before elemental sulfur was mined in this country and is still being consid- 
erably used in some foreign countries. 

Getting sulfuric acid through the burning of pyrites, however, is considerably 
more expensive than making sulfuric acid from sulfur. Except where a plant 
is near large deposits of pyrites, the additional expense of hauling the sulfur- 
bearing metals becomes an important factor. 

NPA is now granting certificates of necessity to plants which are converting 
to pyrites burners and other sources of sulfuric acid, and is discouraging con- 
struction of plants which require sulfur burners. 

NPA is also stressing a program for the recovery of spent sulfuric acid so it 
may be reused. 

Other sources of sulfuric acid which are being developed include the recovery 
of sulfur from sour gas and petroleum refining. At Worland, Wyo., for example, 
a company is recovering 100,000 tons of sulfur a year from sour natural gas. 
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In Arkansas another company is recovering 53,000 tons a year. These develop 
ments, although small, indicate possibilities for increased sulfur recovery in 
future years. 

Sulfur is also recovered from smelter gases and from coal, although here again 
there was not much development in the past because of the abundance of natura 
sulfur in the Gulf coast mines. These potential sources are now being studied. 
Some sulfur is being recovered by these means now. 

Sulfur authorities maintain there is no cause for alarm on a long-range basis 
because production can eventually be brought up to meet the increased consump- 
tion. The problem is an immediate one, NPA said, and at this time there is no 
answer other than the limitation on its use. 

Besides the domestic situation, the Government faces the problem of supplying 
some sulfur to friendly foreign users to enable them to maintain vital production 
programs. In the first half of this year 480,000 tons were shipped abroad, and it 
is estimated that the year’s export total will be about 900,000 tons. 

In these foreign countries, too, efforts are being made to develop other sources 
of sulfur and sulfuric acid to help meet demands. 

Further information on today’s order may be obtained at Department 
Commerce field offices. 

(Text of the order is attached.) 


U. S. DEPARTMENT OF COMMERCE 


NATIONAL PRODUCTION AUTHORITY 
M-69 
JUNE 1, 1951 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 


CHAPTER VI—-NATIONAL Propucrion AUTHORITY, DEPARTMENT OF COMMERCE 
{NPA Order M-69] 
M-69—SvuLFur 


This order is found necessary and appropriate to promote the national defense 
and is issued pursuant to the authority granted by section 101 of the Defense 
Production Act of 1950. In the formulation of this order there has been con- 
sultation with industry representatives and consideration has been given to their 
recommendations. Since there is no trade association in this industry, consul- 
tation with trade association representatives was not possible. 

See. 
What this order does. 
2. Definitions. 
telation to other NPA orders and regulations. 
Restrictions on delivery 
5. Restrictions on use. 
. Termination of NPA authorization. 
Exemptions. 
. Limitation on inventory. 
9. Records. 

. Audit and inspection. 

. Reports. 

Applications for adjustment or exception. 
3. Communications. 
. Violations. 


AUTHORITY: Sections 1 to 14 issued under sec. 704, Pub. Law 774, 8ist Cong. Interpret 
or apply sec. 101, Pub. Law 774, 81st Cong. : sec. 101, E. O. 10161, Sept. 9, 1950, 15 F. R 
6105: 3 CFR, 1950 Supp. ; sec. 2, E. O. 10200, Jan. 3, 1951, 16 F. R. 61. 

Section 1. What this order does. The purpose of this order is to conserve 
sulfur in such manner as best to serve the interests of national defense and 
essential civilian production. This order prohibits the delivery of sulfur by a 
supplier without specific NPA authorization and restricts the amount of sulfur 
which may be used by any person to a percentage of his use during the base 
period. In addition this order requires each user of sulfur to report monthly 
to NPA on his use and inventory of sulfur. 

Sec. 2. Definitions. (a) “Person” means any individual, corporation, part- 
nership, association, or any other organized group of persons, and includes any 
agency of the United States or any other government. 

(b) “Sulfur” means elemental sulfur (brimstone) which has been mined, 
recovered, or otherwise produced, of a purity of 97 percent or greater. 
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(ec) “Supplier” means any person who produces or imports sulfur for resale or 
his own use. 

(d) “Base period” means the vear ended December 31, 1950. 

(e) “NPA” means National Production Authority. 

Sec. 3. Relation to other NPA orders and regulations. All provisions of any 
NPA regulation or any other NPA order which are inconsistent with this order 
are superseded, but in all other respects such regulations and other orders remain 
applicable to sulfur. DO rated orders for sulfur shall have no preference over 
nonrated orders therefor, but NPA may tuke into consideration such DO rated 
orders in granting authorizations to deliver sulfur pursuant to this order. NPA 
may from time to time issue special directives as to delivery or use of sulfur and, 
unless otherwise provided therein, such directives shall prevail over the provi- 
sions of this order. 

Sec. 4. Restrictions on delivery. (a) No supplier may deliver sulfur to any 
person during the calendar quarter commencing July 1, 1951, or during any 
calendar quarter thereafter, unless NPA has specifically authorized such delivery 
in writing. 

(b) An application for authorization to deliver sulfur shall be made by a sup- 
plier on Form NPAF-99,. An application for authorization to deliver during the 
ealendar quarter commencing July 1, 1951, shall be filed with NPA as soon as 
possible. Until a supplier has received notice from NPA on Form NPAF-—#9, he 
is authorized to deliver sulfur during the quarter commencing July 1, 1951, in ac- 
cordance with the schedule of deliveries which he has listed on Form NPAF-—99. 
An application for authorization to deliver during any subsequent calendar 
quarter must be filed with NPA on or before the first day of the calendar month 
immediately preceding the calendar quarter for which authorization is sought. 
Authorization to deliver will be entered by NPA on a copy of Form NPAF-—99, 
which will be returned to the applicant not less than 10 days prior to the Ist 
day of the calendar quarter. 

Sec. 5. Restrictions on use. (a) Unless otherwise specifically authorized by 
NPA, no person shall use sulfur for any purpose during the month of June 1951 
or during any calendar month thereafter, in a quantity by weight in excess of 
100 percent of his average monthly use for such purpose during the base period. 

(b) Where seasonal demands would make impracticable a rate of use of sulfur 
by a person determined by his average monthly use thereof during the base 
period, a special monthly or quarterly rate may be established by NPA for a 
specified period, on application by such person pursuant to section 12 of this or- 
der. In the case of such a special rate, the total amount of sulfur used by such 
person during such specified period shall in no event exceed the total amount 
which cou'd be used during such specified period if the amount were determined 
as provided in paragraph (a) of this section. 

Sec. 6. Termination of NPA authorization. An authorization to deliver sulfur 
granted under this order shall terminate at the close of the calendar month 
immediately following the calendar quarter for which delivery was authorized. 

Sec. 7. Fremptions. The provisions of sections 4 and 5 of this order shall 
not apply to: 

(a) The delivery to any one person of no more than 60 short tons of sulfur 
during any calendar quarter. 

(b) The use by any one person of no more than 20 short tons of sulfur during 
any calendar month. 

Src. 8. Limitation on inventory. Unless specifically directed by NPA, no per- 
son may order from a supplier, for delivery during any calendar quarter, or 
accept delivery from a supplier during any calendar quarter, an amount of sulfur 
in excess of the amount which such person may use during such calendar quarter 
pursuant to section 5 of this order. 

Sec. 9. Records. Fach person participating in any transaction covered by this 
order shall retain in his possession for at least 2 years records of receipts, deliv- 
eries, inventories, and use, in sufficient detail to permit an audit that determines 
for each transaction that the provisions of this order have been met. This does 
not specify any particular accounting method and does not require alteration 
of the system of records customarily maintained, provided such records supply 
an adequate hasis for andit. Records may he retained in the form of microfilm 
or other photographic copies instead of the originals. 

Sec. 10. Audit and inspection. All records required by this order shall be 
made available at the usnal place of business where maintained for inspection 
and audit by duly authorized representatives of NPA. 
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Sec. 11. Reports. (a) Every person who uses more than 20 short tons of su)- 
fur during any calendar month shall report to NPA on or before the 28th day 
of the next succeeding month, commencing June 28, 1951, on Form NPAF-9s. 
his use of sulfur during the preceding month and his inventory at the close of 
such month, his estimated inventory and use at the close of the month in which 
the report is filed, and all other information required by such form. 

(b) Persons subject. to this order shall make such records and submit such other 
reports to NPA as it shall require, subject to the terms of the Federal Reports 
Act of 1942 (5 U.S. C. 189-139F). 

Sec. 12. Applications for adjustment or exception. Any person affected by any 
provision of this order may file with NPA a request for adjustment or excep 
tion upon the ground that his business operation was commenced during the 
base period or prior to the effective date of this order, that any such provision 
works an undue or exceptional hardship upon him not suffered generally by 
others in the same trade or industry, or that its enforcement against him would 
not be in the interest of national defense or in the public interest. In consider- 
ing requests for adjustment which claim that the public interest is prejudiced 
by the application of any provision or this order, consideration will be given 
to the requirements of public health and safety, civilian defense, and dislocation 
of labor and resulting unemployment that would impair the defense program. 
Each such request shall be in writing, shall set forth all pertinent facts, the 
nature of the relief sought, and the justification therefor. 

Sec. 13. Communications. All communications and reports concerning this 
order shall be addressed to National Production Authority, Washington 25, D. C., 
Ref : M-69. 

Sec. 14. Violatons. Any person who wilfully violates any provision of this 
order or any other order or regulation of NPA, or who wilfully conceals a mate- 
rial fact or furnishes false information in the course of operation under this 
order, is guilty of a crime and, upon conviction, may be punished by fine or im- 
prisonment or both. In addition, administrative action may be taken against 
such person to suspend his privilege of making or receiving further deliveries of 
materials or using facilities under priority or allocation control and to deprive 
him of further priorities assistance. 

Nore: All reporting and record-keeping requirements of this order have been approved 
by the Bureau of the Budget in accordance with the Federal Reports Act of 1942. 


This order shall take effect on June 1, 1951. 


NATIONAL PRODUCTION AUTHORITY, 
MANLY FLEISCHMANN, Administrator. 


APPENDIX A—GENERAL INSTRUCTIONS FOR PREPARATION OF Forms NPAF-—9S8 AND 
NPAF-99 


1. Where to obtain copies. Copies of Forms NPAF-98 and NPAF-—99 may be 
obtained at local field offices of the Department of Commerce. 

2. Time of filing. Supplier’s Form NPAF-—99 must be filed with NPA on or 
before the first day of the calendar month immediately preceding the calendar 
quarter for which authorization is sought. Authorization to deliver will be 
entered by NPA on a copy of Form NPAF-99, which will be returned to the 
applicant not less than 10 days prior to the first day of the calendar quarter. 
Customer’s Form NPAF-98 must be filed with NPA on or before the 28th day 
of each month. Copies of these forms will not be returned to the customer. 


FORM NPAF-99 


3. Form NPAF-99, Supplier’s Schedule of Deliveries: Fill in Form NPAF-99 
as indicated. If a supplier is also a consumer, he must file both Forms NPAF-—98 
and NPAF-99., 

FORM NPAF-98 


4. Form NPAF-98, Customer’s Report of Disposition and Inventory of Sulfur: 
“Last Month” means the month preceding the month in which the form is filed. 
“Current Month” means the month in which the form is filed. File a separate 
form for each supplier. 
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Table I—Disposition of sulfur 
In column (1), list each disposition of sulfur according to the following 


categories: 
Carbon disulfide. Pulp and paper. 


Ground crude. Resale. 
Miscellaneous (specify). Rubber. 
Other chemicals (specify). Sulfuric acid. 

In columns (2), (3), and (4), fill in data for each disposition listed in column 
(1). 
Table IJl—Inventory of sulfur 
In columns (6) and (7), list the quantities of crude unprocessed sulfur only. 


Mr. Becxwortn. Would you be in a position to know how the 
sulfur would be allocated among the different newspaper producers ¢ 

Mr. Woop. At this moment I would not, sir. As the order stands, 
they would be entitled to use 100 percent of what they used in 1950. 

Mr. Hewxer. Are you in a position to discuss with us the basis and 
reasons for the issuance of M—69 on June 1, 1951? 

Mr. Woop. Yes, sir, I think so. 

Mr. Herter. In a general way. 

Mr. Woop. In a general way it was because of the fact that we were 
getting inumerable requests by telephone, by wire, by letter, and by 
personal contact from people who were about to run out of sulfur, who 
had depleted their inventories or were nearing the depletion of their 
inventories. They were operating their plants at a higher rate of 
capacity than they were receiving sulfur, which they had never done 
before. 

We had reason to believe that sulfur was in short supply. In order 
to prevent the excessive use of sulfur for all purposes until such time 
as we could get adequate data to determine how much sulfur was 
available for the defense effort and for essential civilian purposes, we 
felt it necessary to issue this limitation order. 

Mr. Heiter. Was industry called in for consulation. 

Mr. Woop. Yes, they were. 

Mr. Herter. Who was called in? 

Mr. Woop. We set up what was known as the Native Sulfur In- 
dustry Advisory Committee which consisted of one representative from 
each of the major sulfur producers, of which there are four who mine 
sulfur by the Frasch method. 

Mr. Heiter. How have you agreed on what allocation are to be 
made ? 

Mr. Woop. I do not quite understand your question, Mr. Congress- 
man. 

Mr. Hetier. Allocations will eventually be made; is that correct ? 

Mr. Woop. Under this order they would not be except from the 
producer to the consumer. The order sets up the mechanism whereby 
the National Production Authority may allocate the amount of sulfur 
that the producer may supply to the first consumer. It is merely a 
mechanism for scheduling of shipments. 

Mr. Hextrr. Where would the newspaper industry go to present its 
need for sulfuric acid ? 
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Mr. Woop. I suppose they would go to the Pulp and Paper Division 
of the National Production Authority. 

Mr. Becxwortu. What are some of the factors that will be used to 
determine essentiality ¢ 

Mr. Woop. This order of course is not based on allocating to end use, 
because it is really a limitation to all users. If the Government elects 
to support such industries as steel, rubber, and so forth at their now 
current operating rate, they would become the more essential users. 
Consequently, all other users which were not placed in those categories 
would receive the same operating rate across the board. 

Mr. Beckwortu. What is the final authority, as you understand it, 
when it is determined whether or not a person is to have a given 
amount of sulfur? What is the chain of responsibility in this? Where 
does the Office of Export Controls come in? For example, could they 
veto what some user had received in order to make way for a certain 
amount of export ? 

Mr. Woop. I am not in a position to answer that, sir. I do not 
know. 

Mr. Beckxwortu. I wonder who would be in a position to answer 
that. Do you know which one I should ask that question ? 

Mr. Woop. Not unless it would be someone in the Office of Inter- 
national Trade. 

Mr. Beckwortn. Mr. Wolverton, do you have any questions? 

Mr. Wotverton. I am interested, Mr. Wood, in knowing just how 
vou did come to the issuance of the particular order, which I think is 
M-69, dated June 1, 1951. What is the practical effect of that order, 
in your opinion, so far as use of sulfur in the future as compared to the 
use of it in the past for particular classifications? In other words, let 
us take newsprint as an illustration. I assume that you have in mind 
the amount of sulfur that will be necessary to go into newsprint. Will 
the carrying out of this order mean a lesser amount to go into news- 
print in the future than in the past? 

Mr. Woop. In answer to question, Mr. Congressman, they, like all 
other users of sulfur at the moment, would be allowed to operate at 100 
percent of the rate at which they operated in 1950. I do not know 
whether they are at the moment operating at a greater rate than they 
did in 1950 or not. If they are, then that would mean a cut-back in 
the case of the newsprint. If they are not now operating at a rate to 
exceed but are under the rate at which they operated in 1950 it would 
mean a permissible increase. We will not be able to determine what 
effect this order is having on individual users until we have accumu- 
lated these data and have had an opportunity to analyze them. 

Mr. Wotvertron. Then there is no assurance that the newsprint in- 
dustry will receive the amount necessary to produce the paper which 
it is indicated will be required ? 

Mr. Woop. No, sir; there is no assurance for the newsprint industry 
nor any other industry that they will receive their permissible operat- 
ing rate. 

Mr. Worverton. How are the allocations made with respect to the 
different uses? Is it based entirely upon a percentage of what their 
past usage has been ? 

Mr. Woop. No, sir. It depends on the extent to which certain users 
that the Government elects in support at their now full operating rate 
will require a sufficient quantity of sulfur to make it necessary to lower 
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the general operating rate for all other users. In other words, the 100- 

rcent permissible operating rate may have to deteriorate to a lower 

gure in order to satisfy these direct defense and indirect defense and 
essential civilian needs. 

Mr. Wotverton. So that, by way of illustration, sulfur for news- 
print might have to be cut a larger percentage than sulfur used in 
some other industry ? 

Mr. Woon. There is a distinct possibility of that, sir. 

Mr. Wotverron. Is that sort of allocation possible under the act 
as passed by the Congress ? 

Mr. Woop. I believe that is a legal question, sir. I would prefer not 
to be required to answer it. I have an attorney here. 

Mr. Wotverton. A somewhat similar question was raised some time 
ago with reference to petroleum. An order had been issued under the 
authority of this statute, as I understand it, which seemed to ignore 
the plain wording of the statute. When it was brought to the atten- 
tion of the Department a change in the order was made. Now I would 
like to know whether the order that you have made with reference to 
sulfur is in line with the action that was taken by the Department of 
the Interior at the time it issued its order with reference to petroleum. 
Is it based on the same principle or do you violate that principle? 

Mr. Woop. We have not purposely violated any principle, Mr. Con- 
gressman, 

Mr. Wotverron. I am not inferring that you have done something 
improper except from a legal standpoint. I will assume naturally 
whatever you do you have in mind what you consider to be the inter- 
ests of the parties involved, but I am confining my question more to 
the technical side of it, if it can be referred to as technical, in con- 
sidering the statute which was passed by the Congress as the basic law 
under which you have made your allocations. 

Mr. Woop. I still do not feel qualified to answer that, sir, since 1 be- 
lieve it is a legal question, but I do have with me an attorney who, I 
believe, could answer that question. 

Mr. Woriverron. Maybe for the purpose of the record it would be 
best to have the answer from that person at this time. 

Mr. Becxworru. Will the attorney identify himself and answer the 
question ¢ 

Mr. Mutiny. Yes; I will. My name is Roger Mullin. I am with 
the Office of General Counsel of the National Production Authority, 
assigned to the Chemical Division. 

The question which Mr. Wolverton propounded, as I understand it, 
is whether or not in allocating or in setting forth an allocation order 
we have followed the statutory authority. The statutory authority 
on which we relied in drafting M-69 is section 101 of the Defense 
Production Act as implemented by Executive Orders 10161 and 10200. 
The particular question out of which Mr. Wolverton’s question arose 
related to the manner in which sulfur might be cut back for newsprint 
and advanced for other uses. That is not taken up by M-69. M-69 
simply sets forth a 100-percent limitation across the board. So it is 
not truly an allocation order. 

In the event that an allocation order does become necessary—and 
I do not know at this time whether it will or not—it probably will 
follow somewhat the pattern of some of our other allocation orders; 
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for example, M—45 under which sulfuric acid is allocated, and that 
follows very carefully the Defense Production Act. 

Mr. Worverton. I gathered from the answer that was made by 
Mr. Wood that under these allocations there could be a divergence 
from the amount used for a particular purpose in order to supply a 
deficiency and maybe a greater percentage for some other industry. 
Is that possible? 

» Mr. Munir. Yes, sir; that is correct. 

Mr. Worverton. As I read the act, paragraph (c) of section 701 
of Title VII, General Provisions, it read: 

Whenever the President invokes the powers given him in this Act to allocat; 
or approve agreements allocating, any material, to an extent which the President 
finds will result in a significant dislocation of the normal distribution in the 
civilian market, he shall do so in such a manner as to make available, so far as 
practicable, for business and various segments thereof in the normal channe! 
of distribution of such material, a fair share of the available civilian supply 
based, so far as practicable, on the share received by such business under norma! 
conditions during a representative period preceding June 24, 1950, and having 
due regard to the needs of new businesses. 

Would that not seem to infer that there should be a plan of con- 
tinuing the particular industries so that if any cut is made, it would 
be in proportion rather than for the particular use that it was to be 
put to? 

Mr. Mutu. Yes. The purpose of section 701 (c), which was 
introduced by Senator Wherry at the time the Defense Production 
Act was being debated, was to cushion as much as possible the impact 
of defense orders on the normal civilian economy. The language 
which Senator Wherry inserted in that section, “so far as practicable,” 
is the qualification. 

Under section 101 of the Defense Production Act it is necessary in 
many cases to allocate and to set priorities on the basis of defense 
needs. The President is given authority to establish which needs come 
first and which are next. and so on. 

Now in carrying out these powers of allocation and priority, section 
701 (c) puts on the President the duty of seeing to it so far as practi- 

rable that the impact upon the normal channels of distribution re- 
mains the same as it did prior to the emergency. But the problem that 
we have faced in many of these scarce materials is that some Govern- 
ment defense programs require additional help, and to that extent 
there is a greater defense need. I think section 101 clearly sets forth 
the legal basis for est: ablishing this hierarchy of values. 

Mr. Wotverton. Does not section 701 mean that you would have to 
allocate sulfur to all users on the basis of their use in some period 
prior to the date of June 25, 1950? 

Mr. Mctutn. Insofar as it would be practicable to do that, why we 
have tried to keep our base period prior to June of 1950, 

Mr. Wotverton. I do not quite understand the significance that 
you give to the word “practicable” when you choose as between dif- 
ferent users. It would seem to me that the clear intent of Congress 
by the use of the word “practicable” was that this division or alloca- 
tion was to be made to the several industries using the material on 
practical lines but conforming to that standard. When you make a 
choice and designate some other use as having a greater precedence 
or prior right than the other, it seems to me you are stretching the 
word “practicable” to a very great extent. 
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Mr. Muuuin. We have recognized that some needs are more impor- 
tant to the defense program than others, and under section 101 we 
have always felt that the act gave the President the duty to see to it 
that some needs are met in probably greater proportion than others 
are. 

Mr. Worverton. Assuming for the moment that you are justified in 
taking that view with respect to defense purposes, would the balance 
that was left be divided then between the other industries or users on 
the basis of their previous use, or would you again differentiate 
between users, giving some more importance than others, and there- 
fore give to some a larger percentage of their former use ‘ 

Mr. Mutu. I have had no actual experience in performing the 
physical act of allocating, so I do not know what facts you have to 
look at in a particular instance. Again I think it is the intention of 
section 704 (c), as you have pointed out, to see to it that insofar as 
practicable when the ultimate and most important defense needs are 
taken care of and everything else is taken care of, why comparable 
claim on the basis of prior use—— 

Mr. Wotvervon. Leaving out of consideration for the moment the 
question of defense purposes, do you consider under the section to 
which I am referring, and the law under which this order is issued, 
that you can make a differentiation among civilian consumers? 

Mr. Muir. I would say that is a very tough question, Mr. Wol- 
verton. You would have to have some standards, and I would have 
to see What the actual situation was before I could answer. 

Mr. Wotvertron. Now I said, leaving out of consideration defense 
purposes so that you have remaining civilian uses. It might be as 
many as you could think of. What I am asking is: Do you consider 
that under the law you have a right to differentiate between those ci- 
vilian users in the percentage of allocation they may receive ? 

Mr. Mutuin. The statute does mention, I believe, in the preamble 
and elsewhere throughout the act they do have the qualification of 
essential civilian uses. That does carry with it the implication that 
some uses are considered more vital to the economy than others are. 

Mr. Wotverton. The difficulty that I have is with relation to some 
things that the Department has already done, apparently under this 
statute. For instance, you have issued an order relating to automo- 
biles and, by way of comparison, refrigerators. You draw a distine- 
tion between the amount of steel that can be allocated for those 
purposes. 

Mr. Muni. Yes; I believe there is, although I have not done any 
actual work on those particular orders, so I do not know the back- 
ground too well. 

Mr. Worverron. Is that justified, in your opinion, under this stat- 
ute’ The statute would seem to me to indicate clearly that the allo- 
cations had to be on the basis of their previous use prior to June 25, 
1950, 

Mr. Munir. The only thing I can say with respect to that is that 
section 701 (c) was not intended to lay down an absolute rigid strati- 
. fication. I believe that it has in it the implication that there must be 
some flexibility attached to the administration of it. 

Mr. Worverron. I am not able to agree with you on that for the 
reason that the language seems to me to be so plain that “he who runs 
should be able to read and understand.” Now maybe my understand- 
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ing is not correct but that is the feeling that I have as a result of read- 
ing It. 

fr. Muu. I recall at the time that that amendment was intro- 
duced I followed the debates in the Congressional Record and Sena- 
tor Wherry gave his reason for introducing section 701 (c). He stated 
that his basic purpose was to avoid the situation which had arisen 
during World War IT in which the large integrated producers who 
supplied a third party with their materials and also had captive use 
or had their own use of materials, froze out their former competitors 
who were smaller than they were and took advantage of their in- 
tegrated position. His general purpose was to avoid a freezing out 
of people who were not integrated, the independents. I do not recall, 
in going through those debates and the hearings on that particular 
section, that there was an example given to demonstrate how the 
degree of essentiality would be arrived at. 

Mr. Wotverton. [ think I am correct, so far as the legislative his- 
tory is concerned, that this section was written in conference and was 
not a subject of debate on the floor. 

Mr. Mutiny. Well, there was considerable reference to it in the 
Congressional Record, as I followed it at the time. 

Mr. Worverron. I realize that the courts at times do take into con- 
sideration the debate as well as the reports of committees in deter- 
mining what was the intent of Congress, but in this particular section 
it seems to me that the view that I am expressing is justified by the 
fact that in the instance to which I have called your attention, which 
relates to petroleum, I was present when the public meeting was held 
in the Interior Department and I heard the point made by the repre- 
sentative of one of the oil companies, objecting to your proposed 
order that was being issued. As a result of that objection and the 
further consideration that was given to the matter, a different order 
was issued that conformed, I think, with the statute and the view that 
I am expressing here. 

I could probably recite other instances, but we are only concerned 
immediately with this question of sulfur. It seems to me there has 
been a disposition on the part of your agency to sort of read into the 
statute whatever is necessary to accomplish the purpose that it wishes 
accomplish. I gather that you do that with the thought in mind 
that you have expressed with respect to the meaning of “practicable”. 

Mr. Mciur. | think the word “practicable” is probably the key 
word in that section. I mean construed in the light of the other refer- 
ences to essential use, essential civilian use and defense production 
that appear throughout the act. 

Mr. Wotverton. There is a difference of opinion between you and 
myself in that respect, because, as I read that section, section 701 (c), 
I do not attach to the word “practicable” the wide meaning that en- 
ables the Department to do pretty much as it pleases. If that is the 
‘ase, Why there is no use putting section 701 (c) in, if just the one 
word “practicable” destroys the whole intent and purpose of the sec- 
tion, and the section has no vitality whatsoever. I cannot believe 
that Congress would be inclined to carry that kind of provision in 
law of this importance without having a more restrictive meaning 
than you feel it necessarily must have. 

Mr. Mutuin. Do you feel that this particular order we have before 
us, Mr. Wolverton, M-69, violates section 701? 
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Mr. Wotverton. This is the first time I have seen the order. I am 
trying to find out by some of my questions the basis or the reasons 
that entered into this particular order. Now I think in a measure you 
have already recognized the theory that my questions have proceeded 
on by the fact that you have made an order that none of them shall 
exceed what they used in that prior period. You have treated them 
all alike in that respect when you made that order, but when you come 
to allocate because of short supply then you apply a different prin- 
ciple. There you begin to consider the uses to which it is to be put. 

I am of the opinion that this section very plainly sets forth that 
it was the intent of Congress to preserve our domestic economy along 
the lines that was being conducted as of June 25, 1950, as far as 
practicable. 

Now if the word “practicable” is to be stretched, so to speak, so 
as to give the automobile industry a percentage more or less than 
refrigerators based upon use before June 25, 1950, for instance, or any 
other articles I might mention, it seems to me that you are getting 
beyond what was intended by the Congress. 

However, the thing that we are particularly interested in and 
which gave rise to our hearings is this question of newsprint. In our 
study of a short supply of newsprint the question of short supply 
of sulfur came to our attention as one of the contributing causes. 
Now that takes on a great significance because under your theory it 
calls for a decision by your Department as to the importance of the 
newsprint industry, the publishing of newspapers, and what will be 
given to it and what will be given for fertilizer, what will be given 
to automobiles, and what will be given to refrigerators or anything 
else. 

It seems to me that your problems are lessened if strict compliance 
was made with the statute that was passed by the Congress in which 
it said, as 1 interpret, that any allocations would be as nearly as 
practicable on the same basis that those particular industries utilized 
their part of any material in this case sulfur prior to June 25, 1950. 

Now what I am concerned about is whether your Department feels 
that it has the power under this statute to finally say that sulfur for 
newsprint shall only be a certain percentage, much below what the 
demand shows, and that something else shall not suffer as greatly, 
or maybe their position be improved. 

Mr. Muuuin. As I said before, in the case of these short materials 
there has to be some staggering of the impact of the shortage. I think 
that is inherent in the Defense Production Act. Now as to how far 
you can carry that without at the same time disturbing, as you say, 
what Congress clearly intended—to reduce the impact as much as 
possible on the economy—just where you draw the line I think would 
depend on the facts in the particular case. 

Mr. Worverron. Having in mind the question which was at issue 
when this act was before Congress, I am clearly of the opinion that it 
was the intent of the Congress by the insertion of this clause to give 
assurance to businessmen and different activities in our domestic 
economy that if there was to be any occasion for cutting necessar 
materials they could rest assured that it would be proportionate wit 
all and not by choice of particular businesses to be treated more gen- 
erously than others. I think this was a very important consideration 
to businessmen that they could assume that if shortages occurred in 
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the particular material they used, it would be on the basis that all 
would suffer alike and that one would not suffer more than another. 

I am personally of the opinion that Congress was justified in taking 
such a view of it as I have expressed, because as I see it, it is vital to 
the maintenance of our competitive free enterprise system. 

Now when you speak of recognition being given to defense pur- 
poses, do you take into consideration steel, for instance, the users of 
steel not only for automobiles and refrigerators but for freight cars, 
petroleum, and housing? Do you take into consideration all those 
different uses. 

Mr. Mutt. Yes, they are taken care of and there have been pro- 
grams, as I understand it. 

Mr. Worverron. As I take it, your view of this statute, and | 
assume the view of the agency with which you are connected, is that 
under this act it has-a right to choose between the different indus- 
tries and be more favorably inclined to one than another, based upon 
the thought as to whether it is more important than the other? 

Mr. Mcutuin. I cannot of course speak for the agency, but the view 
that I think is in the Defense Production Act is that in certain cases 
degrees of essentiality have to be determined where there is a 
shortage of material. 

Mr. Wotrverron. That situation may become more important as 
time goes on. Maybe it is important enough now to have a different 
treatment by Congress. But I am speaking of a provision that was 
passed subsequent to the Korean War, in the last session of Congress. 
Based upon the conditions then existing Congress felt justified in writ- 
ing this type of provision into the act. Maybe Congress did not look 
far enough ahead to the situation that you are faced with at the pres- 
ent time, but to my way of thinking that does not give the agency the 

right to change by different construction and the act a different inter- 
pretation than that which in my judgment was the intent of Congress. 

I do not want to prolong this discussion too long, Mr. Chairman. I 
think I have made clear what I have in mind, at least I hope I have. 

Now the question then arises as between the allocation that is made 
for domestic and for foreign purposes. I will ask Mr. Wood to in- 
form us as to that. Are we increasing the amount of sulfur that we 
are sending abroad notwithstanding the short supply in our own 
domestic economy ¢ 

Mr. Woop. By “we”, Mr. Wolverton, do you mean the Government 
of the United States ? 

Mr. Wotverron. I mean we in the larger sense, our Government, 
whatever agency it is done under. I recognize that the National Pro- 
duction Authority is an important element, the ECA is a very impor- 
tant element. Whose opinion do they use with respect to the amount 
that should be or could be allotted for foreign purposes, the ECA 
or the NPA, or just who passes on that subject a 

Mr. Woop. Apparently, sir, the National Production Authority’s 
decision does not prevail, because we have continually expressed our- 
selves as feeling that 200,000 long tons a quarter was as much as 
we could afford to export. As you probably know. the first 6 months’ 
quota of this year for the first two quarters was 480,000 long tons of 
erude sulfur. My understanding is that ECA, OIT and State re- 
quested much larger figures than NPA. 
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Mr. Wotverton. When we make our allocations for use by foreign 
countries do we make it on the basis of particular industries or just 
lump sums for particular countries / 

Mr. Woop. So far as I know, they are just lump sums, sir. They 
are divided up in ECA countries, non-ECA countries. I believe those 
divisions are made within the Office of International Trade. 

Mr. Worverton. Would you be able to decribe the procedure under 
which allocations are made of materials in short supply to foreign 
countries 

Mr. Woop. No, sir; I did not. 

Mr. Wotverton. Does the application come from the Government 
which desires the particular commodity or does it come from indi- 
vidual users within that Government ? 

Mr. Woop. I do not feel I am qualified to answer that, Mr. Wolver- 
ton. I believe that question should be directed to someone in the 
Office of International Trade. 

Mr. Woxverron. It is sometimes difficult for the committee, having 
a desire to get at the facts, to know where to get the facts. If you 
or your assistants can give us any assistance in that, it will be appre- 
ciated. The order to which reference has already been made, accord- 
ing to my understanding, does not cover exports. That application 
must come through somebody else, evidently, than your Department. 
What does your Department have before it to x»pprove or disapprove 
it before it is permitted to go out of the country / 

Mr. Woon. After this interagency committee meets and agrees on 
an export quota for a particular quarter of the vear, such agreement 
is referred, as I understand, to the Secretary of Commerce. If he 
elects to accept their recommendation, he does so or changes it if he 
wishes, notifies the National Production Authority, and we implement 
his direction. 

Mr. Woxrverron. Does the National Production Authority have any 
discussion as to whether it will implement or not‘ Could it refuse 
if it wished to do so? 

Mr. Woop. That contingency has never arisen, sir. T really do not 
know. Ido not think we would be able to deny the direction given 
to us by the Secretary of Commerce. 

Mr. Worverron. Then, from the present outlook it would seem, with 
the allocations of sulfur that have already been made or will be made 
under this order, and our commitments abroad, that we can expect a 
shortage that will have to be felt by our domestic users, including 
newsprint. 

Mr. Woop, That is correct, sir. 

Mr. Worverron. Has the question of the importance of newsprint 
and its use by newspapers to maintain and give general information 
to citizens been given the priority that it seems to me its importance 
would entitled it to have ¢ 

Mr. Woop. No such priority has been established for newsprint. 
The only thing we can do at the moment is an interim operating 
procedure within the Chemical Division to attempt to supply these 
categories which I enumerated in my statement, such as steel. basic 
chemicals, rubber, and petroleum, without disrupting the 100-percent 
figure for all other users any more than possible. We anticipate that 
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when we have accumulated these data that a materials requirement 
committee will have to be set up that can pass on such things. 

Mr. Beckworru. Would you restate what you just said? 

Mr. Woop. At the present time and for an interim period we fee! 
that within the chemical division of the National Production Au- 
thority we will attempt to support fully basic chemicals, steel, petro- 
leum, and rubber to whatever extent is necessary to keep them oper- 
ating at their now full operating rate without seriously disrupting 
the general 100-percent figure for other users. This is only for the 
interim until such time as we have received these data, have had an 
opportunity to analyze them, and set up a materials requirements 
committee that will pass on such things from that time on. When 
that committee is set up and when it decides that the pulp and paper 
industry, or newsprint, is to be in a higher category than some other 
user, then whatever direction I am given by that committee I will 
follow in the implementation of this order. 

Mr. Worverton. It would seem to me that the protection of our 
own domestic economy certainly should urge us to give some consid- 
eration as to the uses for which sulfur is sent abroad, creating an 
increasing shortage in our own country, and that we should take into 
consideration what, if any, steps are taken by those countries to pro- 
tect themselves against the waste of sulfur. 

For instance, I have before me an article appearing in the Oil 
Forum of June 1951 entitled “Oil Industry Will Be a Major Sulfur 
Supplier,” and yet attention is directed in this article to the fact 
that— 


the United States has been asked for minimum supplies of native sulfur equa! 
to over 96 percent of the United Kingdom’s 1950 consumption of 456,000 tons. 


The article goes on to say: 


If, paradoxically, the equivalent of 13 percent of British requirements is 
being wasted because there is no statutory requirement for reduction of sulfur 
content of coke-oven gas used for industrial fuel (although such purification is 
required of the town-gas industry), according to an article in the Chemical 
Trade Journal and Chemical Engineer, 

I will not read the whole article, but I commend it for study. It 
goes on to say: 

Even this substantial amount is but a fraction of the total waste, for the 
Petroleum Times, of London, estimates that total discharge of sulfur dioxide 
into Britain’s atmosphere from all centers of coal, coke, and gas combustion 
is equivalent to some 3,000,000 tons of sulfur annually—but observe that much 
is not available in salvageable concentration. Nevertheless it comments: 
“Soon—when the expanded petroleum-refining capacity comes into full opera- 
tion—this figure will be increased by another 500,000 tons of sulfur that, in an 
organically combined form, will enter the country in its imports of crude 
petroleum.” 

I might go on reading further from this article, but it all indicates 
that it seems easier for some nations to ask assistance from us and get it 
than it is for them to utilize their own ingenuity in providing against 
the very thing they are asking us to assist them in providing against. 
I think we must sooner or later get down to a more realistic basis and 
not just take figures and requests without careful study and consider- 
ation as to how far we can fulfill requests without upsetting or dis- 
rupting our own domestic economy. 

That is all for the moment, Mr. Chairman. 
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Mr. Beckworrn. Mr. Wood, as you understand the present situ- 
ation, where an American newsprint mill is getting 100 percent of what 
it used in the base period, would it be possible at the same time for a 
Canadian newsprint mill to be getting more than 100 percent of what 
it used ¢ 

Mr. Woop. Mr. Chairman, we really have no control, so far as this 
order is concerned. 

Mr. Becxwortn. I am talking of the over-all agreement or plan to 
see that everybody gets a square deai, in connection with this confer- 
ence that we have heard about where the 10 nations have representa- 
tives. 

Mr. Woop. Yes, sir; it is our understanding that Canada so far as 
possible will be treated, as far as sulfur is concerned, like United States 
domestic consumers. And since a greater portion of the sulfur is im- 
ported into Canada from the United States and is again exported to 
us in the form of newsprint, we feel that that program will be sup- 
ported just as though it were within the United States itself. 

Mr. Becxkworru. You do not see any likelihood of our producers 
being placed at a disadvantage, sulfur or sulfur productwise, with the 
Canadian industry ¢ 

Mr. Woop. No, sir. I think we would be very careful not to let such 
a thing arise. 

Mr. Becxworrn. I have one other question in mind regarding what 
rights a given industry might have. Assume that a company is formed 
to establish a newspaper plant or the one in being which uses sulfur ex- 
pects to and does expand its facilities, do you envision that that kind of 
concern would receive consideration to the point where it would get 
the sulfur needed or not? Do you have the power to do that ? 

Mr. Woop. We have the power to do that if we have the sulfur to do 
that. 

Mr. Becxwortrn. You do have the power ? 

Mr. Woop. We have the power and have written it into the order 
so that anyone, regardless of what use they have made of sulfur, if 
they have no historical basis under the base period of 1950 we would 
assign them an operating rate. 

Mr. Do.iiver. As I understand it, you have considerable to say 
about the export of sulfur? 

Mr. Woop. I am sorry, Mr. Dolliver, but you came in after we dis- 
cussed that and I have very little to say about that. 

Mr. Doxtiiver. Just what authority do you have in that respect ? 

Mr. Woop. Only what direction is given to the Chemical Division 
of the National Production Authority by the Secretary of Commerce. 

Mr. Do.utver. Yours is an advisory capacity ? 

Mr. Woop. Mine is not ; no, sir. 

Mr. Dotttver. It is merely an executive capacity ? 

Mr. Woop. I do not know how executive it is. I am told to do that 
and I do it. 

Mr. Douutver. My attention has been called to the current number 
of the May 28, 1951, Chemical and Engineering News which has an 
article on sulfur. Has that came to your attention ? 

Mr. Woop. Yes, sir. In fact I have brought it to the committee's 
attention. 
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Mr. Douiiver. I would like to comment on a paragraph on page 
2150. It is under the discussion of new sources of supply. 

Reports are that the Noraznda mines of Canada will build a $4,000,000 plant 
to obtain sulfur from pyrites. About 50 tons of elemental sulfur will be produced 
daily in addition to 100 tons of sulfuric acid. Shel! Oil Co. of Canada will set 
up a $500,000 plant at Jumping Pond, Alberta, to recover about 30 tons of ele- 
mental sulfur a day from sour natural gas. This additional supply which 
will go principally to local pulp and paper industry will be a much-needed shot 
in the arm for Canada’s newsprint manufacturers. 

Will you give us your comment about that or give us any informa- 
{ion you may have on this subject ? 

Mr. Woop. I think you will find, Mr. Congressman, that this same 
type of thing is being done not only in Canada but within the confines 
of continental United States and all over Europe, but it is the time 
element that is against us now so far as the sulfur shortage is con- 
cerned. To construct a plant, for ex ss ia to recover sulfur from 
hydrogen sulfide, from sour natural gas, and to construct such a 
plant and have this sulfur available for itninent will require 12 to 
{8 months. Most of these things are just in their inception. It is 
this interim period that disturbs most of us at the moment until some 
of these plants begin to add to our sulfur supply. 

Mr. Dotuiver. From the economic standpoint, would that addi- 
tional sulfur in Canada from pyrites and sour gas, be on a competitive 
basis with the sulfur that is imported into Canada from the Gulf 
coast / 

Mr. Woop. The cost of installation of pyrites burning equipment 
is a little more than twice that of brimstone-burning equipment. 
There is quite a differential in price between the two materials such 
as the pyrites that contain from 35 to 50 percent sulfur and native 
American brimstone of 9914-percent sulfur. We have large quan- 
ities of low-grade material with which to contend, I think it is 
mainly a question of economics. 

Mr. Douutver. Of course if they produce the sulfur in Canada from 
pyrites and from sour gas, they do not have a long haul to Canada 
from the Gulf coast, do they ? 

Mr. Woop. That is correct, but their normal method of receipt of 
sulfur is by vessel at the cheapest possible rate, whereas some of our 
own domestic consumers, because of inaccessibility by water, pay rail 
rates and perhaps are paying Just about as much for sulfur in the 
northern part of the United States as they are in paying—— 

Mr. Dotuiver. In other words, they load their raw sulfur on ship- 
board at the Gulf port and ship to the St. Lawrence River? 

Mr. Woop. Yes. In fact, a greater proportion of all native Amer- 
ican brimstone is delivered by water, either by vessel or by barge. 

Mr. Douuiver. In what part of Canada is the development of this 
source of sulfur from pyrites / 

Mr. Woop. It is at the Noranda mines, what is called the Noranda 
ryines, and my understanding is that, although I have never been 
to Canada and do not know much about the geography of Canada, it 
is in the central part of Canada. 

Mr. Doruiver. Of course the field where sour gas occurs is in 
Alberta. 

Mr. Woop. Yes, sir. 

Mr. Dotiiver. That is west central Canada. 

Mr. Woop. Yes, sir. 
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Mr. Dottiver. Ave there any newsprint mills in Canada in that sec- 
tion ? 

Mr. Woop. I de not know, sir. 

Mr. Dotutver. That is all. 

Mr. Heuer. Does your agency have the authority to declare news- 
print essential ? 

Mr. Woop. If we could declare anything, including newsprint, es- 
sential, I presume we could. 

Mr. Heiter. How do you consider its importance in the national 
defense ? 

Mr. Woop. We have not gotten down to cases yet, Mr. Heller, so 
I couldn’t answer whether we consider newsprint esssential or not. 
These other things that we have enumerated we are going to support 
fully, until the materials requirements committees have been estab- 
lished and go into operation. 

Mr. Hetxier. In view of the shortage of supply of sulfur, a fact 
which has been adduced during these hearings, would it not be 
appropriate at this time to set the wheels in motion to determine, as 
Canada has already determined, that newsprint is essential ? 

Mr. Woop. Setting the wheels in motion would merely mean at this 
moment my going back to my superiors in the Chemical Division and 
stating that it is felt that newsprint should be given a higher priority 
rating than it hasnow. That is what it would mean. 

Mr. Hetuer. Is my understanding correct when I state that Canada 
has already so declared ? 

Mr. Woop. I do not know, sir. 

Mr. Beckwortrn. If you will pardon an interruption, I think you 
might have misunderstood what he said. I don’t think they asked 
you to determine immediately that newsprint be given a higher 
priority. 

Mr. Woon. I thought what he said meant that. 

Mr. Beckwortn. He asked that consideration, in addition to what 
has been given, be given to the over-all question of to what extent news- 
print would be regarded as unusually significant at a particular time 
like this. 

Mr. Woop. It seems obvious to me, Mr. Chairman and Mr. Heller, 
that no agency can support all users of sulfur at their now full operat- 
ing rate. We do not have that much sulfur. That is the reason we 
have limited it to 100 percent of 1950. To whatever extent we have to 
support certain industries or segments of industry, that percentage 
figure will have to be lowered. 

Mr. Heuer. In view of the fact that we appreciate the short supply 
of sulfur, what I am trying to find out is, would this not be the time 
to probe into the newsprint industry so that if there are going to be 
allocations to those engaged in defense, newsprint could be also con- 
sidered at this time. 

Mr. Woop. I am sure it is under consideration, sir, and they would 
come under the jurisdiction of the Pulp and Paper Division of the 
National Production Authority, and anything we did in the adminis- 
tration of this order, M—69, in regard to pulp and paper would be done 
with the guidance of that Division. 

Mr. Hetier. Would you say it is now under consideration by that 
Division ? ; 
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Mr. Woop. I cannot answer for the Division, but one of their repre- 
sentatives is here today, and I believe he is to be a witness before the 
committee. I would prefer to refer that question to him, sir. 

Mr. Hetzer. May I, Mr. Chairman, direct that question to the gen- 
tleman who is here who might be able to answer at this point? 

Mr. Beckworru. If there is anyone here. 

Mr. H. H. Hetxer (Pulp, Paper, and Board Division, Chemicals 
and Related Products Section, National Production Authority). Iam 
Harold Heller, of the Pulp, Paper, and Board Division. I might be 
able to answer that. It is rather involved. The question of sulfur in 
newsprint must first be referred to the question of sulfur in pulp. In 
as much as various grades of paper require different proportions of 
pulp, we would have in the Pulp, Paper, and Board Division first of 
all to differentiate between newsprint paper and printing paper, back- 
board paper, et cetera, before we could establish such a thing on news- 
print. We aren’t able to do that at the present time. 

Mr. Heiter. What has been done by your Division to make that 
determination ¢ 

Mr. H. H. Hetier. They are working on it. They are working on 
Order M-36, the limitation of pulp, and so forth, but the basic prob- 
lem here with regard to sulfur and paper is not sulfur versus news- 
print, it is sulfur versus pulp. One cannot divorce it from pulp 
production as such. 

Mr. Heuer. Your name is Heller? 

Mr. H. H. Hevier. Yes. 

Mr. Henirr. I see you are going to testify, so we will wait until 
you have testified for further questions. I think that is all. 

Mr. Douuiver. I would like to make another inquiry referring to 
the article, on the next page. 

Mr. Hetier. On the next page ? 

Mr. Dottiver. Yes, in the first column, the second full paragraph 
of that column. 

Mr. Hetier. All right, sir. 

Mr. Do.uiver. | will read that for the record. 

To the tune of “charity begins at home,’ some spokesmen in this country 
have been advocating that the United States reduce its sulfur exports even more 
drasticaily—and the sooner the better. Would such a policy be sound? Said 
one leading sulfur manufacturer: “With production outside of the United 
States insufficient to take care of the demands of the rest of the world, a severe 
reduction in sulfur exports now would mean an almost immediate breakdown 
in industrial activity in many foreign countries. Without doubt, such a foreign 
collapse would have an extremely damaging effect upon the economy of the 
United States.” 

Would you care to comment about that quotation ¢ 

Mr. Woop. I don’t feel that I am in a position either to sustain 
such a comment or to deny it, Mr. Congressman. Before you came 
in I stated that the National Production Authority has stated its posi- 
tion rather clearly in regard to exports of sulfur. We feel that they 
should be lowered. I am not in a position to say what effect it would 
have on the economies of those countries that depend on American 
brimstone for their industrial machines, as to whether it would be 
drastic to cut them to 500,000 tons a year or whether it should be 
800,000 or a million. I do not know. But the National Production 
Authority has consistently said that such exports should. not exceed 
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800,000 tons per year, or 200,000 long tons per quarter, whereas other 
agencies in the Government have insisted that 1t should be more. 

Mr. Do.iiver. To whom do you refer by other agencies of the 
Government ¢ 

Mr. Woop. There is to my understanding an over-all committee 
which determines the amount of sulfur to be exported, which consists 
of OIT, ECA, Department of State, National Production Authority, 
and the Department of Defense. Agriculture was invited, but they 
declined because they thought that it should be even lower than 800,000 
tons per year. When that committee meets and decides what the 
quota shall be for the ensuing quarter, calendar quarter of the year, 
they make their recommendations to the Secretary of Commerce, 
who in turn either accepts or denies their recommendation, and by his 
direction the National Production Authority, Chemicals Division, 
implements the exporting of that amount of sulfur through the Office 
of International Trade. 

Mr. Dotutver. Are you a member of that committee / 

Mr. Woop. No, sir. 

Mr. Dotitver. Do you know who appoints them ¢ 

Mr. Woop. No, sir. 

Mr. Doutiver. I think it is Mr. Wilson, is it not? 

Mr. Woop. I could not answer that, sir. I do not know. 

Mr. Dotitver. Do you know who the chairman of it is? 

Mr. Woop. No, sir. 

Mr. Dotutver. I thought perhaps you could enlighten us a little 
about that, but it seems to be outside your information. 

Mr. Woop. That is correct. 

Mr. Dotiiver. Of course that goes to the very heart of this prob- 
lem as far as the domestic use of sulfur is concerned and with respect 
to the use of sulfur by the newsprint industry, as to what the allo- 
cation should be abroad. 

Mr. Woop. That is right. 

Mr. Dotuiiver. When we look back on it, it seems maybe a little 
unhappy that all the other countries of the world have become so 
dependent upon the natural sulfur that has been produced on our 
gulf coast to the point where they have abandoned or at least slowed 
down their own production of sulfur from their own domestic sources. 

Are you familiar and can you give us any information about how 
rapidly those sources of sulfur supply in the European countries can 
be reactivated. 

Mr. Woop. Only what I read in technical trade magazines, sir, 
and they indicate it will be from 12 to 18 months. 

Mr. Dotiiver. That is all, Mr. Chairman. 

Mr. Becxworrn. Naturally this special committee, being interested 
in newsprint, is also interested in the question of price. We couldn’t 
keep from being. As your group handling these short supply articles 
or materials and products does handle them, does it give much atten- 
tion to the question of price and how the allocations are likely to 
affect that particular element in our economy ¢ 

Mr. Woop. Yes, sir; that is taken into consideration. For example, 
the greater proportion of the native American brimstone reaches the 
ultimate consumer or the first consumer by water, by vessel or by 
barge. It might become necessary in the administration of this sulfur 
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order to make some rail shipments to persons who normally receive 
water shipments, thereby causing them to pay more per unit for 
the sulfur than they formerly had paid, which would be reflected in 
the production cost of their acid or whatever end-product the sulfur 
went into. We would certainly try to hold such switch-overs from 
one method of transportation to another to a very minimum. We 
would do it only where spot shipments were necessary in order to 
prevent a person from running out of sulfur. 

Mr. Becxkworru. Would you have any interest in a situation like 
this: Assume that a good many newsprint manufacturers stockpile 
their sulfur in the summer months and get by so doing the water rate. 
Whereas, if they were privileged to be given an allocation over a 
period, say, of a year and had to obtain their products at months 
during which they ordinarily don’t, thereby having to pay con- 
siderably more, you would permit them to get their product all at one 
time, so to speak, so that they could continue to get the advantage 
they have enjoyed and thereby continue to have the saving that they 
have heretofore enjoyed. 

Mr. Woop. Yes, sir, a provision is written into the order to make 
such a thing possible, because we knew ahead of time that a lot of 
sulfur users must of necessity get all their supply for the winter 
months by delivery while navigation is open during the spring, sum- 
mer, and fall months. So that has been taken care of. 

Mr. Beckworrn. Therefore, you are doing what you can in that 
connection, particularly to keep the price situation as stable as it has 
been in the past. 

Mr. Woop. Yes, sir. 

Mr. Beckwortnu. Any other questions ? 

Mr. Wotverton. Mr. Chairman, I would like to inquire whether 
the order M-—69, dated June 1, 1951, or any other order before or 
since, provides that no company in Arizona, California, Colorado or 
Idaho, Montana, Nevada, New Mexico, Oregon, Utah, Washington, 
and Wyoming may use or deliver sulfuric acid without specific an- 
thorization from the National Production Authority. 

Mr. Woop. Are you addressing that question to me, sir? 

Mr. Woxverton. To whomever will answer it. 

Mr. Woop. That is concerned under schedule 3 of M—45, on sulfuric 
acid, and Mr. McMullen from the Chemical Division of the Nationa! 
Production Authority, is here to give the committee the benefit of 
anything they would care to know concerning that order. 

Mr. Wotverton. May I ask Mr. McMullen whether that provision 
is contained in any order ? 

Mr. Jonn C. McMcutien (Chemical Division, National Production 
Authority). Yes, sir; it is contained in schedule 3 to M—45, with 
respect to sulfuric acid only. It has no regard and there is no con- 
sideration given to sulfur in that order. 

Mr. Wotverron. Is the authority for that based on the act to which 
we have been referring, known as the Defense Production Act of 
1950 ¢ 

Mr. McMctten. Yes, sir. 

Mr. Wotverton. How does that comply with section 701 (c) ¢ 
How was the order issued in view of section 701 (c) ¢ 
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Mr. McMu ten. I will have to refer that to Mr. Mullin, again, 
who consulted with us when we drew the order as to its legality under 
section 701 (c). 

Mr. Motu. In this particular case the reason why the allocation 
affected this 11-State area was because of a peculiar situation which 
had developed out there. There is inadequate production capacity 
for sulfuric acid. The transportation difficulty is great. It is off the 
beaten track so far as getting materials. 

The Chemical Division was particularly concerned about this. All 
the requests for assistance came from that particular area. It created 
a spot situation which in the opinion of those charged with carrying 
out the policies of the Chemical Division, required immediate atten- 
tion. It was felt that the best way of handling it was to make it a 
schedule under M-45, which is a general chemicals allocation order. 

I might say about M-45 that it is virtually identical with M-300, 
under which something like 117 chemicals were allocated during 
World War IL. It was on the basis of the successful administration 
of M-300 during World War II that this order M—45 was issued. 

Mr. Wotverton. I can readily understand that the conditions which 
prevailed during the war and concerning which the Second War Pow- 
ers Act made adequate provision for you to do what you have done. 
Yet in view of the fact that the present act under which you are operat- 
ing contains section 701 (¢), which was not in the Second War Powers 
Act, how do you justify what is being done now under powers that 
were granted under a different act, which were not limited, as this 
act seems to be, by the section to which I have referred ¢ 

Mr. Mutu. I think that gets us back to the discussion that we had 
before about the powers under section 101 as qualified by 701 (c). 

Mr. Wotverron. In other words, the word “practicable” is the one 
word in there that has suflicient stretching qualities in it that in your 
opinion enables the Department to do anything that they would wish 
to do. 

Mr. Muir. I wouldn't say that, “No.” 

Mr. Wotverton. L have not found any basic explanation that vou 
have given to justify it being stretched so far as it has been. My 
question is how far can it be stretched ¢ ‘ 

Mr. Munir. Schedule 3, in the first place, was issued under M—45, 
which is a sort of omnibus allocation order. M-45 sets up three general 
systems of allocation. It was felt that sulfuric acid required inclusion 
under M-45 because of the emergency situation in this Western States 
area. Schedule 3 actually does not change the method of allocation 
under M—45. It only applies to this 11 Western States area. 

Mr. Wotverton. With all due respect to the administration of this 
agency, and not wishing to be too critical, vet, it would seem to me that 
the order of procedure probably is for the agency to determine what 
it thinks ought to be done and then to adopt an interpretation under 
the act to enable it to do what it wishes to do. 

Mr. Mutuin. We try not to do that, Mr. Wolverton. We sincerely 
attempted to carry out a very difficult assignment. 

Mr. Worverron. It may be that you have carried out what you 
consider to be for the best interests of all involved, but an act of 
Congress should take precedence over what individual agencies may 
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think. It would seem to me that in this instance if we were to rule 
out 12 or 14 States and all companies in those States, that is as plain 
a Violation of the provisions of section T01(c) as anybody could ex- 
pect to have. 

Mr. Mutiry. We don’t rule them out. We simply subject their-—— 

Mr. Wotverron. You do more than suggest. 

Mr. Muuurn. We subject. 

Mr. Wotverton. Subject. That is different. 

Mr. Muturn. Subject the deliveries and the use of sulfuric acid 
within that area to NPA scrutiny. 

Mr. Wotverron. In other words, they can’t do it. They cannot use 
any quantity whatsoever, regardless of what they had used prior to 
June 25, 1950, unless your agency says they can doso. Is that right! 

Mr. Moturn. That is right, sir. 

Mr. Wotverron. That is where you interpret the word “practica- 
ble” to have an application or meaning that Congress never intended 
when it passed the act. 

Mr. Mutu. The difficulty with an order of this type is that it 
‘annot be used to set forth all the standards that will be employed 
in allocation. The authority to allocate is given by section 101 of 
the Defense Production Act, and to allocate, as the word was inter- 
preted during World War II, means to distribute and to make avail- 
able and to establish degrees of importance in making deliveries. 
Order M-—45 is an alloeation-type order. In carrying out the func- 
tions of M—45 whoever administers this particular order is charged 
with the responsibility of examining the reports which come in from 
all the suppliers and the users. That is an administrative determina 
tion as to what is necessary under the facts. 

Mr. Wotverton. Without any reference to yourself, it seems to me 
that whoever conceived this definition or interpretation of “practic- 
able” used in the statute is worthy of being placed in the category of a 
Philadelphia lawyer. Of course, that doesn’t apply to you. 

Mr. Muti. Thanks very much. 

Mr. Becxworrn. Mr. Mullin, would you mind giving us a written 
opinion stating on what you relied in allocating different quantities to 
different industries, so that we might have it for the record ? 

Mr. Muturn. The difficulty with that is that I don’t actually have 
anything to do with the allocations. 

Mr. Beckworrnu. I am talking about a written statement of your 
decision. 

Mr. Muturn. As to the authority for this particularly type of pro- 
vision. 

Mr. Beckworrn. Yes. 

Mr. Muuurn. Yes, sir; I will be very glad to. 

Mr. Becxwortn. All right. I am sure the committee would like 
to have a written opinion on that. 

(The following material was submitted in reply to the above 
questioning :) 

DEPARTMENT OF COMMERCE, 
NATIONAL PropUcTion AUTHORITY, 
Washington, July 6, 1951. 
Memorandum. 
To: Hon. Lindley Beckworth, chairman, Special Subcommittee on Newsprint, 
House Committee on Interstate and Foreign Commerce. 
From: John H. Hollands, general counsel 
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Subject: Priority and allocation powers under the Defense Production Act 
of 1950 

This opinion is submitted at your request in connection with a question raised 
at the hearing conducted by the Special Subcommittee on Newsprint on June 13, 
1951. The question relates to the power of an agency charged with the allocation 
of materials under the Defense Production Act of 1950 to allocate a particular 
material in aceordance with the relative essentiality of its end uses rather than 
in accordance with an historic distribution pattern, and in so doing to differen- 
tiate between various civilian uses. 

In my opinion such power exists if it appears to the agency that in the par- 
ticular instance, because of the impact of defense and defense-supporting re- 
quirements, allocation to civilian uses in accordance with the historic distribution 
pattern would be unworkable or inequitable. 


THE STATUTORY PROVISION 


The provisions of the Defense Production Act of 1950 which are relevant to 
this problem are sections 101 and 701 (¢). 

Section 101 is the first and principal section of title I of the act, entitled 
“Priorities and Allocations.” The section reads as follows: 

“The President is hereby authorized (1) to require that performance 
under contracts or orders (other than contracts of employment) which he 
deems necessary or appropriate to promote the national defense shall take 
priority over performance under any other contract or order, and, for the 
purpose of assuring such priority, to require acceptance and performance 
of such contracts or orders in preference to other contracts or orders by any 
person he finds to be capable of their performance, and (2) to allocate ma- 
terials and facilities in such manner, upon such conditions, and to such ex- 
tent as he shall deem necessary or appropriate to promote the national de- 
fense.” 

Section 701 (¢c) appears under title VII entitled “General Provisions.” Sec- 
tion 701, of which it is one subsection, is addressed primarily to the difficulties 
faced by small business in a period of mobilization. The subsection reads as fol- 
lows: 

“Whenever the President invokes the powers given him in this act to 
allocate, or approve agreements allocating, any material, to an extent which 
the President finds will result in a significant dislocation of the normal 
distribution in the civilian market, he shall do so in such a manner as to 
make available, so far as practicable, for business and various segments 
thereof in the normal channel of distribution of such material, a fair share of 
the available civilian supply based, so far as practicable, on the share re- 
ceived by such business under normal conditions during a representative 
period preceding June 24, 1950, and having due regard to the needs of new 
businesses.” 

In view of the framework of the statute and the use of the phrase “so far 
as practicable” in section 701 (¢), it may be doubted whether that subsection was 
intended to confine or qualify the powers granted by section 101. It can fairly 
be argued from the language of the statute alone that, while section 701 (c) 
sets forth a policy and a procedure which the President is obliged to take into 
consideration in allocating material, it does not restrict his legal power to 
depart from that policy and procedure. 

Considerable light is shed on this question by the legislative history of 
sections 101 and 701 (¢). 

THE LEGISLATIVE HISTORY 


The scope of the priority and allocation powers given by section 101 was 
analyzed in some detail in the report of the Senate Committee on Banking and 
Currency relative to S. 3936, which in this respect was indentical with H. R. 
9176, the bill which became the Defense Production Act of 1950. The following 
excerpt is from the committee’s report : 

“Title I provides general priority and allocation powers. These powers 
are the same as those contained in title III of the Second War Powers Act, 
142, under which the War Production Board allocated the materials and 
facilities of the Nation during World War II. The committee intends 
that the same breadth of interpretation which was given to title IIT of 
the Second War Powers Act should apply to the powers in title I. * * * 

“These powers can be used in many ways. They can be used to require 
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the filling of a particular order in preference to other classes of orders. They 
can also be used to stop or reduce the production of any item, in order to 
conserve the materials and manpower that would otherwise go into that 
item; they can be used to prohibit the use of a particular material for a 
specified purpose, or for anything but a specified purpose, in order to make 
the most effective use of that material. * * * 

“These powers can be used to channel materials to fill direct war support 
purposes such as factories, utilities and transportation systems. They can 
also be used to promote the national defense by maintaining the essential 
civilian economy. They can also be used to restrict or prohibit less essential 
industries and those industries which directly interfere with the national 
defense.” [Italic added. ] 

The report of the House Banking and Currency Committee is to the same effect. 

The provisions of title III of the Second War Powers Act, referred to in the 
above quotation, amended section 2(a) of the old Priorities Statute (54 Stat. 
576). The necessity for the amendment was described in a 1941 report of the 
House Naval Affairs Committee. Among the factors stressed in that report was 
the need to meet civilian requirements which were not directly connected with 
defense but were essential to promote the defense program. It recognized the 
necessity in many situations involving scarce materials of “directing their use 
first, for defense needs, and directing the distribution of any balances according 
to broad schedules of civilian needs in order of importance.” 

It is thus apparent that the committees which considered the Defense Pro- 
duction Act and its predecessor statute were of the opinion that the power to 
allocate, now contained in section 101, includes the power to establish degrees of 
essentiality of civilian, as well as of military, uses of critical materials. That 
section 701(c) was never intended to negate this power to any substantial extent 
is indicated by the following history of that section. 

Section 7O1l(c) was derived from an amendment to S. 3936, proposed by 
Senator Wherry in the course of the Senate debate on the proposed Defense 
Production Act of 1950. As adopted this provision read as follows: 


“Whenever the President invokes the powers given him in this act to allo- 
cate, or approve agreements allocating, any material to an extent which the 
President finds will result in a dislocation of the nornral distribution in the 
civilian market, he shall do so in such manner as fo assure each individual 
business in the normal channel of distribution of such material of its fair 
share of the available civilian supply based, insofar as practicable, on the 
share received by such business during a representative period preceding 
June 24, 1950.” 


The purpose of this amendment, according to Senator Wherry, was to assure 
small independent businesses which depend on major integrated producers for a 
large portion of their supplies, a fair and equitable share of the supplies avail- 
able to the civilian market under any rationing or allocation system. 

That the amendment was not intended to cripple the broad grant of priority 
and allocation powers is indicated by Senator Wherry’s response to the remark 
that nothing in his proposal would take care of a business which is more 
essential than another business. He replied that that situation had been taken 
eare of by the allocation powers conferred on the President by the bill. He 
declared that the President “would have authority to allocate anything that 
is necessary in the interest of national defense down to housing or anything 
else,” and that the proposed amendment would not be applicable to such 
allocations. 

The House version of the Defense Production Act contained no provision 
comparable to the Wherry-Sparkman amendment. During the meetings of the 
Senate and House committee of conference on H. R. 9176, the House conferees 
objected strenuously to this provision on the ground that it would tie the Pres- 
ident’s hands and would be very difficult to administer. They urged that the 
provision be stricken out. They eventually agreed to accept it only on condition 
that its language be modified to give greater flexibility. To accomplish this 
result the words “so far as practicable” were inserted after the words “to make 
available.” The amendment was further modified by changing the reference 
to individual businesses to read “business and various segments thereof,” and 
by requiring that due regard be given to the needs of new businesses. 

It is apparent that the changes wrought by the conferees relaxed rather than 
tightened the provisions of section 701(¢). 
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ACTIONS OF THE NATIONAL PRODUCTION AUTHORITY 


In allocating materials under section 101 the National Production Authority 
has been guided by section 701 (c) whenever the policy and procedure outlined 
in that section have proved practicable, but the Authority has not considered 
itself obliged to follow this policy and procedure when to do so in its best judg- 
ment would be impracticable. It is submitted that in pursuing this course the 
NPA, for reasons already stated, has correctly interpreted the statute. When the 
concrete difficulties which have to be met in fairly exercising the priority and allo- 
cation powers are considered, it becomes apparent that any other interpretation 
would seriously hamper the attainment of defense objectives. 

It is true that in the early days of a mobilization effort, when the “take” of 
material for military purposes is small, the philosophy of section 701 (¢) can be 
successfully applied to most materials. As the program advances, however, distri- 
bution to all users according to an historic pattern becomes unworkable and 
inequitable in allocating many materials, although it may still serve its purpose 
with respect to many others. 

Frequently the control devices which become necessary as the supply of a 
material becomes tighter follow a pattern. The first stage, to which nearly all 
materials have been subject, involves giving priority to military and certain 
defense-supporting needs, leaving the supply otherwise undirected. The second 
stage occurs when it is found that the activities of the procurement agencies are 
having an unequal impact upon various producers. At this stage, usually at the 
request of the industry affected, NPA often takes action requiring a more equal 
distribution of rated orders. An example of such action is the early steel order, 
M-1. A recent illustration of the same problem in the cement industry is shown 
in the annexed copy of NPA Release No. 930. 

Next, when it appears that certain users of a material (often the small users) 
are not able to obtain a fair share of the nondefense supply, a cut-back or limita- 
tion order may be issued. Such an order provides an across-the-board limita- 
tion upon all users, confining them to a percentage of their use dupring a base 
period (commonly the first 6 months of 1950), exclusive of the amount they need 
to fill defense orders. This was the method used in order M-7 to control the 
civilian use of aluminum and in order M-12 to control the civilian use of copper, 
before increasing demands for these metals made it necessary to put them, along 
with steel, under the Controlled Materials Plan. The sulfur order, M—69, which 
was the subject of testimony before your committee, contains a cut-back pro- 
vision of this kind. 

All of the above types of control are consistent in every way with the policy 
and procedure set forth in section 701 (c). But when the supply of a material 
becomes so short that these techniques no longer serve to meet defense require- 
ments and achieve a fair and workable distribution of the civilian halance, it 
becomes necessary to depart from the philosophy of that section. In the case of 
a material as tight as cobalt, for example, it became necessary to resort to other 
methods as early as January of this year. Because of the shortage of structural 
steel and the peculiarities of the construction industry (in which a supply of 
less than 100 percent of the materials needed for a particular job-is worthless), 
it became necessary at an early date to adopt different types of use restrictions 
in that industry. In other instances departure from a strict historic pattern 
has been necessary to protect small business, the break-even point for which 
is often higher than that of a large enterprise making many products. On the 
other hand, in the case of many materials, such as most kinds of lumber and 
textiles, the more elementary controls which give full effect to the philosophy 
of section 701 (c) are still practicable under present conditions. 

In conclusion, the following statement at pages 12 and 13 of the report of the 
Senate Banking and Currency Committee on S. 1717, the bill passed in the current 
session to extend the Defense Production Act, is worth quoting: 

“Your committee was urged to amend the language of title I of the Defense 
Production Act of 1950 to incorporate specific formulas for the allocation of 
adequate materials to continue civilian production wherever this is consistent 
with military needs. It was also urged to make other specific statutory 
allocations of materials to certain users. Because your committee was of the 
opinion the inclusion of such provisions in this case might create undesirable 
inflexibility in the administration of allocation and priority powers, it de- 
cided not to recommend amendment of the act in these respects. 

t * = * * 
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“Under the present flexible priority and allocation authority the executive 
branch has been able to prohibit recreational and amusement construction, to 
direct materials to the freight-car program, to limit the use of tin and other 
materials by specification controls and by prohibiting their use where sul- 
stitutes will do, to institute a controlled materials program for steel, copper, 
and aluminum, and to prohibit American-flag vessels from discharging at 
any port in the world any cargo destined to Communist China or even from 
calling at any port in Communist China. 

“The act now authorizes these and many other types of controls over 
materials: Restrictions on imports and exports, rationing, and innumerable 
other production and distribution controls. It is to be hoped that most of 
these additional controis will not be needed, but if they are needed, arbitrary 
limitations imposed by statute might prevent the most effective use of the 
allocation authority.” 

JOHN H. HouiaNps. 


UNITED STATES DEPARTMENT OF COMMERCE 
Washington, D. C. 
NATIONAL PRODUCTION AUTHORITY 


NPA—930 
Cement Committee meeting 


{For immediate release Thursday, June 28, 1951) 


The Cement Industry Advisory Committee today asked the National Production 
Authority, United States Department of Commerce, to issue an order whose aim 
will be to spread defense rated orders equitably among industry members. 

Some cement producers, particularly those in all coastal areas, report that their 
entire production goes into filling of DO orders since defense demands for cement 
are increasing. They reported that this prevents them from taking care of their 


normal customers who do not carry DO ratings. 

Though the industry’s production is close to capacity, demands still exceed 
supply, the committee explained. The present production rate cannot be main 
tained indefinitely, NPA was advised. 

The order recommended by the committee should require cement producers to 
accept DO's based on approximately 50 percent of their shipments during the 
first 6 months of this year, one member suggested. 

NPA said it would consider the industry’s request. 

An NPA official told the committee that cement consumption for the first 5 
months of this year was nearly 12 million barrels more than during the compar- 
able period in 1950. He predicted, however, that due to a shortage of structural 
steel for construction, the amount of cement consumed for the remainder of 1951 
will be slightly reduced. 

During the first 5 months of this year, 98,452,000 barrels of cement were pro- 
duced, compared with 80,603,000 in the same period last year. Total domestic 
consulnption was approximately 222 million barrels in 1950, it was pointed out. 

Although the availability of structural steel may seriously affect consumption 
of cement for construction, industry members believe that cement shipments will 
be equally as high in 1951 as they were in 1950. 

An. order limiting production of certain types of cement to save critical ma- 
terials is not necessary at this time, the committee declared. Most producers 
have voluntarily reduced production of less essential types, it was reported. 

Such an order will be desirabie, however, if military and industrial demands 
increase appreciably, the committee said. Should this occur, a recommendation 
was made that the entire committee serve as a task group to study conservation 
measures, 

The committee was informed that multiwall paper shipping bags are expected 
to continue in short supply. The industry was urged to keep inventories of these 
bags at a reasonable level. 

John L. Haynes, Director, NPA’s Building Materials Division, presided. 

These committee members attended : 

Arthur E. Hjerpe, General Portland Cement Co., Chicago, III. 
Ellroy King, Halliburton Portland Cement Co., Corpus Christi, Tex. 
D. S. MacBride, Hercules Cement Corp., Philadelphia, Pa. 
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Oris Dobbins, Ideal Cement Co., Denver, Colo. 

John C. Bowen, Lehigh Portland Cement Co., Allentown, Pa. 

J. F. Neylan, Lone Star Cement Corp., New York, N. Y. 

H. L. Berno, Medusa Portland Cement Co., Cleveland, Ohio. 

D. S. Colburn, Marquette Cement Mfg. Co., Chicago, Ill. 

M. Moss Alexander, Missouri Portland Cement Co., St. Louis, Mo. 
W. A. Marsh, Permanente Cement Co., Oakland, Calif. 

Garner A. Beckett, Riverside Cement Co., Los Angeles, Calif. 
George H. Reiter, Universal Atlas Cement Co., New York, N. Y. 

Mr. Dotuiver. Suppose there should be a violation of this order con- 
cerning these Midwestern States, what would happen? Suppose 
somebody should just say to the National Production Board, “You 
have no right to stop us from shipping this sulfur where we want to,” 
and went ahead and shipped it, what would happen / 

Mr. Mvutiix. They would become subject to the penal provisions 
of the Defense Production Act, as violating an order that was issued 
under the act. 

Mr. Dotiiver. It puts the National Production Authority and its 
regulations in the position of enacting criminal laws, does it not ? 

Mr. Muusuin, The power which is granted by the Defense Produc- 
tion Act carries with it criminal sanctions, The act itself provides for 
orders and regulations issued under it, the violation of which will con- 
stitute a violation of the criminal provisions in the act. 

Mr. Douiiver. Do you consider, then, that the Congress has dele- 
gated to the Nation Production Authority the right to set up these 
sanctions and these criminal penalties for violation of their orders? 

Mr. Muuuin. It sets forth the rules which are necessary to carry 
out allocation and priority powers, and then a violation of the rules 
issued under those powers in itself violates the act. There is a sort 
of chain of command set up. The act gives the power to the President, 
and the President delegates the administration of it down to the lower 
levels, 

Mr. Dottiver. What would be the penalty for a violation of this? 
You say there are penalties attached. 

Mr. Mviiay. I think the act provides for a $10,000 fine and 1 year’s 
imprisonment, although it may be 2 in some cases. I am not sure of 
the exact terminology of the act in this regard. 

Mr. Dotutver. The act itself sets forth the penalties? 

Mr. Mutu. Yes; it sets them forth. 

Mr. Dotiiver. Of course, that would come before a Federal court, 
would it not ¢ 

Mr. Mutu. Oh, yes; that would go through the regular channels 
of prosecution. 

Mr. Douuiver. Of course, the order that is issued here is in a sense 
a deterrent or impediment to interstate trade. 

Mr. Mutiny. In a sense, yes. 

Mr. Dotitver. It places a limitation upon interstate trade. 

Mr. Mutu. Yes; I think that is true. 

Mr. Dottiver. I presume that the National Production Authority 
has a benevolent motive in mind in doing these things, but it neverthe- 
less puts up a very substantial barrier to the free interchange of the 
particular goods which are controlled. 

Mr. Mutu. Yes. I have seen this in my own experience, with 
the agency. We are very reluctant to allocate a commodity which 
involves so many obstacles and so many impediments to what should 
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be the normal practices. We seek very much to avoid placing any 
more burdens on business than we have to. 

Mr. Do.iiver. You say then you have to. What do you mean 
by that ¢ 

Mr. Mutu. The persons charged with the responsibility for the 
control or the conservation of a particular material are the ones who 
make that determination. As a lawyer I don’t make that determina- 
tion. 

Mr. Douttver. Have you encountered any violations of this par- 
ticular order for the time it has been in effect? 

Mr. Mutu. No, sir; not that I know of. This sulfur order has 
been in effect only since June 1. 

Mr. Doxtiver. There would scarcely be time for it to happen, in 
the dozen or 15 days that it has been in effect. 

I have no further questions, Mr. Chairman. 

Mr. Wotverron. Mr. Chairman, I wonder if it would be appropri- 
ate to inquire of this witness or some of the others. I don’t know to 
whom I could best direct my questions as to the possible foreign 
sources of supply in view of the shortage of sulfur that exists in this 
country. In other words, I have in mind at the present time, from in- 
formation which is brought to me, that right across the border in 
Mexico there is promise of getting additional quantities of sulfur. 
Some companies are now oper: ating there. Yet I don’t know that | 
have ever heard Mexico mentioned as a possible source of supply. I 
have heard of Norway. I have heard of Spain. But I have never 
heard of Mexico. Who in the group that are here today would be able 


to give us any information about the possibility of a Mexican supply ? 
Mr. Woop. I cannot speak with authority, Mr. Wolverton, on that 
Mexico situation in regard to sulfur, ms. for the fact that I do 


know that some of the major sulfur producers have been making 
geological explorations in the Isthmus of Tehuantepec in Mexico, for 
over a year, and one of the major companies has not yet found what 
they consider to be a workable dome. It is my understanding that 
the Export-Import Bank recently granted a loan to a company ‘called 
the Mexican Gulf Sulfur Co., who claim they have found a workable 
sulfur dome in that same area in Mexico. It is presumed that they 
will start operations. 

From my knowledge of the sulfur industry, if they were to start 
operations immediately it would in all probability be 18 months before 
any such sulfur would be available. 

Mr. Worverton. There are other companies besides the one that 
you mentioned interested in the production of sulfur in Mexico, I 

ead an article just a short time ago that the Pemex Co., which is 
the Government oil operating company there, is producing sulfur; 
and, in addition to that, there has come to my attention the “fact that 
the Texas Gulf Sulfur Co. operates there. 

Mr. Woop. No, sir; that is incorrect, sir. 

Mr. Worverton. Is it? 

Mr. Woop. That is the major company I mentioned. The Texas 
Gulf Sulfur Co. has been exploring in the Isthmus of Tehuantepec 
for over a year and they have publicly stated that they have not as yet 
found a workable sulfur dome. I should suggest, if 'might, Mr. Con- 
gressman, that you address that type of question to the DMA, because 
they keep up with the production, 
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Mr. BeckwortHu. What agency is that ¢ 

Mr. Woop. The Defense Minerals Authority. I do not know how 
far they go into proposed production in foreign countries, but they 
do keep a close tab on what is proposed within the confines of the 
continental United States. 

Mr. Wotverron. The company to which I referred, the Texas Gulf 
Sulfur Co., is distinct from the Mexican Gulf Sulfur Co. to which 
you made reference. 

Mr. Woop. That is correct. 

Mr. Worverton. It would seem to me that in this time of shortage 
that a very careful study should be given to possible sources of supply. 
You are aware of the fact that explorations have been carried on in 
this country for 12 or 15 years without very encouraging results. If 
it is necessary for us to look to foreign fields for the supply of sulfur, 
it would seem to me that it would be somebody’s business in Govern- 
ment to examine fields that he as close to us as Mexico. 

Mr. Woop. I think you will find that the Bureau of Mines in the 
Department of Interior has kept very close tab on such developments, 
and they have for years published in the Minerals Yearbook the 
production of pyrites and sulfur in this country. 

Mr. Wotverron. That is all, Mr. Chairman. I have other questions, 
but I think I could direct them more to the point when Mr. Heller has 
given his testimony. 

Mr. Becxworrn. The Chair recognizes the fact that it is 10 minutes 
after 4 already. We could be called to the floor possibly at any time 
since the House is in session. So the Chair thinks it best to adjourn 
at this time subject to the call of the Chair. Perhaps we can meet 
tomorrow afternoon. I have no other questions for the present witness. 

Mr. Worverron. Mr. Chairman, I am inclined to think that it 
might be well for the witness to be present when we reconvene, so 
that if any questions do arise as a result of testimony from the others, 
we may want to address further questions to Mr. Wood. Mr. Wood 
has made a very helpful contribution to the committee, and we ap- 
preciate the spirit with which he has appeared before us and his evi- 
dent desire to give us the benefit of the diets that he has knowledge of. 
I think there is a possibility that we might need him again, and I 
would suggest that he be here with the others. 

Mr. Woop. Thank you for your very kind remarks, sir. 

Mr. Beckworrn. The Chair in behalf of the committee wants to 
express its thanks for the efforts you have put forward. It is evident 
that you have made considerable effort to prepare a comprehensive 
statement. We know that you are very busy aside from your responsi- 
bilities to be at congressional hearings, and we are most grateful for 
the effort you have put forward. 

Mr. Woop. Thank you, sir. 

Mr. Wotyerron. Mr. Chairman, I do not want my reference to Mr. 
Wood to be taken as any indication that we do not also appreciate the 
appearance of. the attorney who accompanied him, Mr. Mullin, and 
the testimony that he has given to us. 

Mr. Beckworru. The committee will meet for a moment after the 


room is cleared. 
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(The following letter was received for the record :) 


FREEPORT SULPHUR Co., 
New York, N. Y., July 17, 1951. 
Hon. LinpLey BEcKWworTH, 
Chairman, Special Committee on Newsprint, 
New House Office Building, Washington, D. C. 

Dear Mr. BecKwortTH: I appreciate very much the opportunity to submit a 
statement regarding some of the sulfur aspects of your newsprint hearings. In 
view of the importance of sulfur in the newsprint situation, it seemed to me that a 
statement from one of the sulfur producers might serve to supplement the infor- 
mation supplied by other witnesses. 

At the outset I should like to point out that the current shortage of sulfur is 
not due to any failure of the American sulfur industry to produce. Output of 
brimstone, the major form of sulfur in the United States, has steadily increased 
during the past 12 years. It is now approximately 2% times the prewar level. 

United States sulfur production is, in fact, more than enough to meet the full 
needs of American industry. These needs are not being met only because of the 
large exports of sulfur to our allies. These exports, made at the direction of our 
Government, are equivalent to about one-fourth of our production. 

The high rate of sulfur exports is the result of the increasing reliance of con- 
sumers elsewhere in the free world upon American brimstone. In the course of 
their postwar economic recovery, they of course needed larger and larger amounts 
of sulfur. For this additional sulfur they turned, not to their traditional sources 
such as Spanish pyrites, but to United States brimstone. There were, of course, 
sound economic reasons for this preference. Our brimstone is cheaper and purer. 
Moreover, sulfuric acid plants using brimstone cost less in time and money to 
build and operate. 

Regardless of the reasons, the resultant drain on our sulfur supply was great. 
Our exports of brimstone rose from an average of 565,000 long tons annually in 
1985-39 to a record of 1,440,000 tons in 1950. 

To make matters worse, the other free world countries not only forsook their 
traditional sources when securing the additional sulfur they needed but also 
obtained even less from these sources than they had before the war. Production 
of sulfur in all forms in these countries averaged about 5,130,000 tons annually 
during the 1935-39 period. Last year it amounted to only 4,800,000 tons. 

In contrast to the record of foreign sulfur, United States brimstone produc- 
tion rose from a prewar average of 2,175,000 tons annually to a record of 5,350,- 
000 tons in 1950. It is incorrect, therefore, to attribute a deficit to American 
sulfur when production is so high and the shortage at home is due only to the 
export demands made upon us. Our allies overseas have access to reserves of 
sulfur sufficiently large to supply all of their needs. Production from these 
sources not only has failed to keep pace with the requirements of these coun- 
tries but has not returned even to prewar levels. If the deficit is to be placed 
at any door, it should be at theirs and not ours. 

The gain in United States brimstone production between the 1935-389 period 
and the year 1950 amounted to almost 150 percent. This gain is considerably 
greater than the gain during the same time in general industrial production as 
measured by the Federal Reserve Board index. The index for 1950 was 100 
percent above the prewar average. The brimstone gain also was much greater 
than the gain of 50 percent in the index of mineral production. 

To accomplish this production achievement, the American sulfur industry 
expanded its mining facilities, operated existing mines at higher capacities, and 
developed new deposits in the Guif coast region. It also sought sulfur from 
other sources. Plants were built to recover brimstone from the hydrogen sulfide 
in sour natural and refinery gases. 

The industry is making every effort to increase the supply still further. One 
new sulfur mine was recently put into production in Louisiana, and two other 
new mining plants are being built. One of these will be an amphibious opera- 
tion. The site is a remote marsh on the Louisiana coast; and the entire power 
plant and auxiliary buildings will be constructed on barges, floated 75 miles to 
the scene, and sunk in place. 

The industry has for many years spent large sums of money prospecting for 
new brimstone deposits, and the search is proceeding unabated. The odds against 
finding a new commercial deposit are great. The brimstone is found in the cap 
rock of salt domes, which occur only along the Gulf coast. Of more than 200 
domes thus far discovered, only 12 have yielded commercial production and 5 
of these are already exhausted. The cost of finding and developing new mines 
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has increased tremendously. Moreover, the risk involved in the effort is ex- 
treme because the complete plant must be built and put into operation at the 
new location before it can be determined whether or not sulfur can be success- 
fully mined. 

Fortunately there are large known reserves of sulfur in other forms than Gulf 
coast brimstone. They include the pyrites and sour gases I previously mentioned, 
as well as waste gases at smelters and even such less likely sources as gypsum 
and coal. 

The United States has obtained some sulfur, in one or another form, from 
some of these sources in the past. At present some 15 or more projects are under 
way to obtain additional amounts, but the tonnages involved are small. A great 
deal more sulfur could be obtained but at costs too high to be economic at pres- 
ent sulfur prices. Sulfur is the cheapest of all the elements. My company’s 
sulfur sells in the domestic market at $22 per long ton at the mine—less than a 
penny a pound. This price is only 26 percent above the 1935-39 average, while 
the wholesale commodity price index is more than double the prewar average. 

Although the necessities of our national defense effort may temporarily pre- 
vent a sufficient increase in price to permit the restoration of the normal bal- 
ance between demand and supply, the long-range outlook is for higher prices to 
bring about the production of higher-cost sulfur from the various sources both in 
this country and in other parts of the world. In this direction lies the perma- 
nent solution to the sulfur shortage. 

Sincerely yours, 
LANGBOURNE M. WILLIAMs, Jr. 


(Whee at 4:10 p. m., the committee recessed subject to the 
call of the Chair.) 
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THURSDAY, JUNE 14, 1951 


House or REPRESENTATIVES, 
SpecraL SuBCOMMITTE OF THE COMMITTE ON 
INTERSTATE AND FoREIGN COMMERCE, 
Washington, D.C. 


The special subcommittee met, pursuant to call, at 2 p. m., in room 
1334, New House Office Building, Hon. Lindley Beckworth (chair- 
man of the special subcommittee) presiding. 

Present: Representatives Beckworth, Harris, Heller, and Dolliver. 

Mr. Becxwortu. The committee will come to order. 

The first witness we will hear from this afternoon is Mr. H. H. 
Heller of the Pulp, Paper, and Board Division, Chemicals and Re- 
lated Products Bureau, National Production Authority. 

Mr. Heller. 


STATEMENT OF H. H. HELLER, PULP, PAPER, AND BOARD DIVISION, 
CHEMICALS AND RELATED PRODUCTS BUREAU, NATIONAL PRO- 
DUCTION AUTHORITY, WASHINGTON, D. C. 


Mr. H. H. Heiter. I am H. H. Heller of the National Production 
Authority, Pulp, Paper, and Board Division. 

Mr. Beckwortu. You may sit down, if you wish, Mr. Heller. 

Mr. H. H. Hetrer. Mr. Chairman and members of the committee, 
what I have to say is really of two parts. 

Mr. Beckwortu. You do not have a statement, Mr. Heller? 

Mr. H. H. Herrer. Yes, I have. I have a prepared statement. 
There are two parts to it. The first is a prepared statement which was 
prepared about 2 weeks ago when this investigation began, and since 
that time some questions have occurred which I thought might be 
asked, so I prepared another statement just recently containing 
some of these questions, and giving answers to them. 

In the first part I have set up some figures which are merely to 
show the relative importance of paper and sulfur. It is simply set. 
up to show that approximately 10 percent of the total sulfur consumed 
in the United States is used by the paper industry., It is probably a 
little less than that. The total used by Canada in 1949 was 252,000 
long tons, and 77 percent approximately of that was used for paper in 
Canada. 

In other words, much more of the sulfur that Canada gets is in 
paper than is the case in the United States. 

There are three major processes for making pulp from wood in 
which sulfur is used. These are the sulfite or the acid cooking proc- 
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ess, the kraft or alkaline cooking, so-called sulfate process, and the 
semichemical which is a combination of cooking with mechanical dis- 
integration. It requires less chemicals, most of it is mechanical. 

The sulfite process is the oldest. It uses the most sulfur, and it 
cannot be converted to the use of sulfur-burning ores such as pyrites 
without costly equipment changes. 

These equipment changes would also require 12 to 18 months, as 
well as much critical material such as stainless. 

Going back to the three processes, first of all is sulfite. The sulfur 
used in producing a ton of sulfite pulp varies with operating con- 
ditions in individual mills. The older mills usually consume more, 
their equipment is not as good. But actual figures show that the sulfu 
rates per ton of pulp will be between 200 and 350 pounds/ton from 
one mill to another. This represents a true loss of sulfur. This sulfur 
is not reclaimable. It usually goes out with the waste liquor. 

So far there has been no method devised by which this sulfur can 
be economically reclaimed and reused. If we apply this figure, the 
average of 200 and 350 pounds to the amount of long fiber or sulfite 
pulp which enters into newsprint, and constitutes + 20 percent 
of newsprint, we find that the consumption of sulfur per ton of news- 
print will be approximately 55 pounds on the average. 

Newsprint is usually 80 percent ground wood, which is a mechanical 
ulp on which practically no chemical has been used, and 20 percent 
ong fiber sulfite pulp. A small amount of newsprint is made from 

kraft long fiber. 

In the kraft process almost all of the sulfur is used in the form of 
salt cake which is a trade name for anhydrous sodium sulfate. The 
salt cake used per ton of kraft pulp has been as follows, and here I 
have data on my statement to show what percentage of the total salt 
cake used in the United States or produced in the United States is 
used in kraft pulp. It ranges approximately from 60 to 70 percent of 
the salt cake available. 

Salt cake contains only 22.5 percent equivalent sulfur and very 
little additional native sulfur is used in most cases. The average use 
of salt cake per ton of kraft pulp is 250 pounds. Multiplying this 
by the 22.5 percent equivalent of sulfur, we find that the sulfur con- 
sumption per ton of kraft pulp is approximately 56.2 pounds. 

Now, if the newsprint is assumed to contain 20 percent kraft, this 
means that the equivalent sulfur per ton of kraft newsprint is about 
11.2 pounds. 

I have submitted some figures here in my statement for the news- 
print production in the United States to give a comparison with that 
of Canada. In 1949 our newsprint production was something like 
918,000 tons, or 4.5 percent of all kinds of paper. And in 1950 the 
newsprint production went up to 1,017,000 tons, or 4.2 percent of all 
kinds of paper. In 1951, in the first quarter, newsprint production 
was 270,000 tons, or still only 4 percent of all kinds of paper produced. 

I cite that merely to show that the proportion has remained sub- 
stantially the same. 

During 1950 the production of newsprint from kraft pulp was 
probably not over 210,000 tons. You see, the kraft here is the long 
fiber, and in other kinds of newsprint sulfite is the long fiber. 

Now, the kraft pulp that was used in newsprint is relatively small. 
The total newsprint production from kraft pulp is only about 210,000 
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tons. Subtracting this from the total newsprint for the same year, 
we obtain a figure or 807,000 tons of newsprint made from sulfite pulp. 
The latter figure uires an average of 55 pounds of sulfur per ton 
or a total of 22,467 long tons of sulfur for newsprint in the United 
States. 

Since kraft pulp uses only salt cake its elemental sulfur consump- 
tion is zero. However, the equivalent sulfur consumption is about 
11,200 tons. 

I thought it might be interesting to see the source of newsprint in 
comparison to these figures. Canada has produced approximately 
80 percent of the American newsprint. The figures here are for the 
years of 1951, 1950, and 1949 and 1948. We observed that the ratio 
stays practically the same. So far in 1951 Canada produced 79 per- 
cent of our newsprint. The United States mills produced 18 percent, 
and what we received from Europe was about 5 percent. 

The sulfur consumption per ton of paper is the function of the per- 
centage of sulfite and kraft pulp in the “furnish,” which is a term 
which the paper maker uses to give the recipe for his paper. 

The “furnish” will vary from that of newsprint which contains 
only 20 percent long fiber up to 100 percent long fiber in kraft bags 
and some types of containers, and so forth. Such a break-down for 
all grades of paper products would be extremely difficult. 

The “furnish” is subject to change. The paper maker will adjust 
this as the quality of the papers vary. His paper is sold on specifica- 
tions, and as the quality of his pulp changes he may have to put a 
little more or a little less long fiber into the sheet. Printing paper 
such as book paper would be on the lower end of the scale nearer to 
newsprint as far as the total of long fiber pulp is concerned. 

As to semichemical pulp, this type of pulp is used largely in the 
manufacture of roofing paper and heavy paper board. It represents 
less than 4.5 percent of all the sulfur used in the paper industry, or 
about 18,000 tons of sulfur in 1950. 

I have submitted this simply as a quantitative picture of the rela- 
tionship between sulfur and pulp. 

I would like to continue with answering a few of the questions 
that we surmise might be asked. 

This was prepared as an afterthought, Mr. Chairman, and I do 
not have this made up in time. 

The question may arise: How will sulfur be allocated among the 
different paper producers? It will probably be like this: Requests 
for adjustment will come to the Pulp, Paper, and Paper Board Divi- 
sion, and here they will be reviewed and listed by this Division and 
passed on with recommendations to the Chemical Division. 

It may be questioned as to how Canadian sulfur will be handled. 
As Mr. Wood explained yesterday, Canada will, we hope, get 100 
percent of their 1950 consumption just as American consumers will, 
and the Canadian Government, it is expected, will allocate this amount 
to Canadian mills. 

Question No. 3 is probably the most important: On the basis of 
M-69, that is 100 percent of the 1950 supply of sulfur, what will hap- 
pen to the domestic paper industry if it receives only, for example, 
100,a09 tons in 1951 instead of the 428,000 tons shown as its require- 
ment ? 
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Sulfur shipments, not the use of sulfur, were voluntarily allocated 
beginning about October 1950, by the sulfur producers. In other 
words, the paper industry actually received only about 85 percent of 
its estimated needs since October 1950. This has had a very beneficial 
effect in warning the industry of a coming shortage. The pulp pro- 
ducers immediately began conservation measures, designed plant im- 
provements to use less sulfur per ton of pulp. 

A recent survey made by the American Pulp and Paper Association 
shows that during the first quarter of 1951 this greater efficiency was 
enough to bring consumption back to the 1950 level in spite of higher 
pulp production. There was also a small continuing reduction of in- 
ventories and stocks of sulfur to the extent of about 9,000 tons for the 
first quarter of 1951. 

We have no way of determining how much of this saving, or rather, 
how much of the additional pulp production came from inventories, 
and how much of it was due to higher efficiency, but the saving was 
considerable. 

The demand for pulp, however, has not diminished, and there seems 
to be only a slight chance that the pulp industry can live within the 
1950 average consumption and keep up with any further demand of 
pulp. ike 

There are also some cases of special distress caused by low capacity 
in individual plants during 1950, or by new plants or new equipment 
coming in toward the end of the year. It is obvious that some pool 
of extra sulfur must be made available to take care of these inequali- 
ties to prevent discrimination within the pulp industry itself. This 
sulfur pool will have to be at least 10 percent of the total consumption. 
Just how this could be obtained is still uncertain. One way would be 
to reduce all pulp mill sulfur users to a ration of less than 100 percent, 
and in this way create a reserve which could be used in meeting these 
distress cases. This would probably cause a small roll-back in the 
pulp production on the average. 

Good criteria will have to be developed by the Pulp and Paper 
Division, which can be used in determining when to allow extra sulfur 
out of this pool. 

These criteria pose another problem: Some pulp producers will 
plan to develop their own sulfur and sulfur dioxide producing 
plants at relatively large capital costs. This sulfur dioxide will be 
more expensive than that which could have been produced from native 
sulfur. 

However, these captive sulfur plants will augment the total supply 
of sulfur and therefore must be encouraged. This problem is not 
unique with the pulp and paper industry. We recognize that the 
shortage of sulfur is real, and that probably from now on these sulfur 
users will have to accept higher costs for the sulfur part. 

The problem is one of timing, since it will require many months to 
install new plant equipment. 

Another question we thought might arise is: Where does the salt- 
cake sulfur reported for use by kraft mills appear in Mr. Wood’s 
report ? 

It does not appear there simply because it is not in the form of ele- 
mental sulfur and has no direct affect upon the total sulfur supply. 

I think that is all of the material I have prepared at this time. 
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Mr. Brecxworrn. Mr. Heller, how long have you actually been 
down there heading up this particular Division, I assume, the Pulp, 
Paper, and Paper Board Division ? 

Mr. H. H. Hevrer. Mr. Chairman, I am not heading up the Divi- 
sion, I am only a small part of it. I head the Chemicals and Related 
Products Section. 

Mr. Beckwortu. That is what I mean. You are heading up the 
chemicals part of the Division ? 

Mr. H. H. Hewrer. That is right. I came to that job about April 20. 

Mr. Beckworru. When we first began these hearings, soon after the 
first of the year, I recall some of the testimony indicated that there 
was a possibility that sulfur for newsprint production might possibly 
be cut 20 pereent. ‘That type of cut io not appear to be imperative 
at this time, does it ? 

Mr. H. H. Hetier. That couldn’t possibly be, as far as I can see. 

Mr. Becxworrn. That, of course, was just an estimate that was 
given to the committee. As you see the situation right now, do you 
look for any drastic cuts in the chemicals that are needed for the 
manufacture of paper, newsprint, and so forth ¢ 

Mr. H. H. Heiter. I do not. Do you mean all chemicals? 

Mr. Beckxworrn. Yes, including sulfur. 

Mr. H. H. Hetier. Yes. Sulfur is the worst and chlorine was the 
problem last time. But so far we have had very little difficulty with 
chlorine. There is enough new production of chlorine coming in 
which seems to be able to supply the marketable chlorine which is 
needed. However, sulfur is a serious matter. I do not see how we can 
increase our pulp production and, after ail, this thing is a question of 
pulp more than paper, I do not see how we can increase the pulp pro- 
duction without having some small additional sulfur. Maybe 10 or 5 
percent. 

Mr. Becxworrn. I was interested in the picture you gave there 
about the variation between 200 and 350 pounds as between some 
plants. 

Would you foresee—and of course I am speaking now just in terms 
of American companies—that in the event the pulp situation should 
become especially serious, that maybe less sulfur would be given to 
the inefficient plants and more to the efficient plants for the use of 
sulfur? Would that be a possibility or not ¢ 

Mr. H. H. Hetirr. That is a big problem. The variation, this 
spread of 200 to 350, arises for two different reasons. In the first 
place, there is a difference in quality of pulp. The pup which is 
made for dissolving purposes and nitrating. The so-called dissolving 
pulps seem to require more sulfur to make that quality of pulp. The 
pulp which is used for newsprint—and I am talking sulfite now— 
requires less sulfur, probably down in the 200 to 225 range. That is 
one of the factors. The other factor is the mill equipment itself. The 
older mills just don’t have the equipment to conserve on sulfur in the 
process. And if we asked them to do that. we would have to permit 
considerable amounts of stainless steel for acid equipment, and it 
would take time. 

Mr. Becxwortn. Of course, the question of waste you will take into 
consideration. You would not be nearly so generous with a mill that 
was not exercising every possibility to prevent waste, as you would be 
considerate of one that was really trying to conserve the products. 
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Mr. H. H. Hewter. Yes, sir; that would be an important part of 
these criteria we would have to set up in dealing out in any kitty of 
sulfur we might have. 

Mr. Becxworrn. Quite a bit of talk occurs from time to time about 
new mills being built or additional machines being built incident to 
mills that are already in being. As the situation is now, would there 
be justification for a company going ahead with the sulfur situation 
as it appear to be for the future? 

Mr. H. H. Hetier. Now, one would have to answer that in two 
ways: First of all, if it were a sulfite mill 

Mr. Beckworrn. That is what I mean. 

Mr. H. H. Hetzer. It would not be a very good idea. The sulfur 
isn’t there. 

If it were a kraft mill, and most of the expansion within the last 
decade has been kraft mills, there has been very little expansion in 
the sulfite industry, the kraft mill could very wakes ahead. It would 
not be affected by sulfur. 

Mr. Beckwortu. The kraft mill could very well go ahead? 

Mr. H. H. Hetierr. The actual figures which we have received 
from the United States Pulp Producers Association show that in 
1951 there will be an increased production due to new capacity in 
sulfite of not over 214 percent. That is the planned increased capacity. 

Mr. Beckwortu. Do you have any requests currently for possible 
allocation of sulfur occasioned by new units or new mills? 

Mr. H. H. Herter. No, sir. We have a number of requests but 
these are not for new mills. These are for mills who have improved 
their equipment to the point where they can produce more pulp. That 
is ie yhase of the problem. A mill may have improved its acid 
plant, and because it can produce more pulp with the same digesters, 
it wants more sulfur. 

Mr. Dotitver. What was your previous work with respect to this 
chemical work ? 

Mr. H. H. Herter. I am a pulp and paper industry man and I 
worked in the industry in a position very similar to what I am doing 
now. 

Mr. Dottutver. Are you a chemist by profession ? 

Mr. H. H. Heurer. Yes, sir. 

Mr. Do.uiver. I am not. I want to get my mind enlightened, if I 
can, by searching yours a little. 

Would you describe to us the process the paper goes through in 
the process of manufacture of newsprint by the sulfate process ¢ 

Mr. H. H. Hever. The sulfate process ? 

Mr. Dotttver. Yes, sir. 

Mr. H. H. Hexier. Well, in the first place there are two kinds. 

Mr. Dou.iver. I misspoke myself. I meant the older, the sulfite, 
excuse me. 

Mr. H. H. Heiter. Would you like to know about the production of 
the pulp itself or the paper ? 

Mr. Douuiver. Well, that is wood and it is cut up in the forest, is 
it not ¢ 

Mr. H. H. Hetrer. That is right. The wood is used to produce two 
kinds of pulp. In general, this is because the furnish, as the paper- 
man says, may vary a little bit from time to time. The general news- 
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rint contains long fiber sulfite pulp and short fiber materials which 
is made by simply grinding wood up. 

Mr. Dotitver. That is a mechanical process? 

Mr. H. H. Hetzer. That is a mechanical process solely. It is 
simply a question of holding a piece of wood against a big stone and 
keeping the stone wetted with water so that the wood does not burn, 
and the wood is ground up into a very fine mush-like material which 
is just ground up wood flour. 

Mr. Dotiiver. That is what they call celluose materials, funda- 
mentally, is it? 

Mr. H. H. Hetxer. No, sir; not strictly. 

The wood, you see, is approximately 50 percent cellulose and 50 
percent lignin. These are chemically quite different. 

Now, in the ground wood process, all of the lignin as well as all of 
the cellulose is retained in the pulp. So that on an approximate basis 
in the manufacture of ground wood one gets twice the yield of pulp 
from a given stick of wood. That is why it can be used as newsprint, 
it is cheaper, the wood cost is about half. 

Now, the other half of newsprint is the sulfite pulp. This usually 
involves a peeling of the logs or ign, the logs, chipping them up 
into small pieces, say, an inch square, loading them into larger cooking 


digesters. These digesters may range from 10 feet in diameter by 35 
feet high to 15 feet in diameter and 50 feet high. They have to have 
an acid-proof lining. The wood chips are packed into the digester and 
the acid is pumped in. 

Mr. Douiiver. Sulfuric acid ? 

Mr. H. H. Hetier. No. This is really a little more detailed than 


that. It is calcium bisulfate, which is really not an acid, strictly 
speaking, it is an acid salt plus the addition of some free sulfurous 
acid dissolved in this. In other words, it is a mixture of calcium’ 
bisulfate and sulfur dioxide dissolved in this solution. 

In this particular detail it is where the economy can come in in the 
use of sulfur. 

Thus cooking liquid is made by treating a limewater solution—this 
is the usual way at least—with sulfur dioxide, which is obtained by 
burning sulfur or burning a sulfur ore, if you will. 

Mr. Doturver. That is pyrites. 

Mr. H. H. Hetrer. Pyrites. In so doing we produce a calcium 
bisulfite solution, and blow in and dissolve extra sulfur dioxide. The 
more extra sulfur dioxide that can be forced into this solution, the 
more economical is the use of sulfur. 

Every bit of lime that is used in the process carries sulfur out with 
it to the sewer. Every bit of free sulfur dioxide, so-called, dissolved 
in this solution, can be recovered. 

Now, the older mills without having a pressure system cannot dis- 
solve as much sulfur dioxide in the solution, and they have to use more 
lime to get the total amount of sulfur in there, consequently their 
economy is not as high. 

Mr. Dotiiver. When you refer to the “cooking process,” you refer 
to the chemical reaction between these various agents which you have 
described? And the chips of wood. 

Mr. H. H. Hewtxier. That is right. 
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Mr. Dottiver. So it is not an actual application of outside action, 
it is a chemical reaction ? 

Mr. H. H. Hetrer. That is right. The usual method is to fill the 
digester with hot acid and blow in steam and keep this hot for some- 
where between 7 or 9 hours in a digester. 

That digester might produce a total pulp on a bone dry basis of 
11 to 12 tons in one cook. So that that would mean 11 or 12 tons 
of pulp per digester per 8 or 9 hours. 

r. Dotitver. Now, is this cooking process such that it reduces the 
chips of wood to a mushy consistency ¢ 

Mr. H. H. Herter. To a pulp. That dissolves out the other half 
of the wood, the lignin part of the wood and leaves the cellulose 
fibres free. And the rest of it is simply a matter of straining out this 
old cooking acid and washing the pulp free from dirt and knots and 
so forth, and bleaching it and using it then to mix with the ground 
to form the paper machine finish. 

Mr. Dotutver. The place then where there can be economy effected 
in the use of sulfur in the process is in this first process you have just 
described ? 

Mr. H. H. Hetxier. That is right. 

Mr. Dotuiver. The cooking process? 

Mr. H. H. Hetrer. That is right, with respect to sulfur. 

Mr. Doxtiver. You have made some mention a moment ago about 
chlorine. Where does that come into the process? Is that a bleaching 
agent? 

Mr. H. H. Herre. That is a bleaching agent. 

Mr. Do.uiver. That is later in the process of paper making? 

Mr. H. H. Hetter. That is right. 

Mr. Dotuiver. It has nothing to do with the original cooking 
process ? 

Mr. H. H. Herre. Not at all, except in this respect: That the 
amount of chlorine used for bleaching varies with the kind of cooking 
that is done. That is where it comes in on the dissolving pulp, The 
quality of the acid, the more combined, and so forth, with sulfur 
dioxide, alters the pulp and makes in one case a grade of pulp which 
is good for nitrating or dissolving to make rayon, for instance, and 
in other cases the pulp which is better for making newsprints. 

Mr. Dottiver. Now, you made some statement that for newsprint 
you use cellulose and lignin also. 

Mr. H. H. Hetrer. That is for the 80 percent that is ground wood. 

Mr. Douuiver. I do not quite understand. 

Mr. H. H. Hetxer. That is for the 80 percent which is ground wood. 
The other 20 percent of the newsprint is in pure cellulose fiber, rela- 
tively pure, from the sulfur process. 

Mr. Dotiiver. I am not quite clear on that process. When you go 
through thic cooking process, that results in separating the lignin 
from the cellulose ? 

Mr. H. H. Hetrer. That is right. Then you have the cellulose 
fibers here which constitute the sulfite pulp. 

Mr. Doturver. That is right. And are those two separated then by 
mechanical process ¢ 

Mr. H. H. Hetxer. The lignin is in solution, is strained right out. 

Mr. Dotiiver. That drains right out with the acids? 

Mr. H. H. Hetier. That is right. 
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Mr. Dottiver. Now, it is in that lignin solution which has the acids 
where the sulfur is? 

Mr. H. H. Hevter. That goes to waste ¢ 

Mr. Dotiiver. That goes to waste. It goes down the stream ? 

Mr. H. H. Hevter. Or some other place, that is right. 

Mr. Dotiiver. Or by some other disposal method. ; 

Now, what is the fact as to the recoverability of that sulfur in 
that lignin waste ¢ 

Mr. H. Hevier. Probably there have been more libraries written 
on that subject than any other one. 

Mr. Doxtiver. Has there been any practical method developed ? 

Mr. H. H. Heuer. No, sir; there has not, not with the usual pulping 
process of calcium bisulfate. There are — processes, the so- 
called ammonia-base process, the magnesia-base process and neutral 


sodium sulfite, which is a sodium sulfite; those other three processes 
are in use. None of them have gone beyond the pilot plant er. 
ly 


Mr. Dotuiver. Does the pilot plant indicate that it is commercia 
feasible or not ¢ 

Mr. H. H. Herter. I shouldn’t say that because the normal sulfite 
process has gone beyond the pilot plant stage, but it is still too expen- 
sive. The magnesia base method is being developed right now by 
one of the big western pulping companies but so far that has not 
shown itself to save much sulfur. It produces heat, due to the burning 
of the waste liquor and recovers the magnesia but it doesn’t recover 
enough sulfur to make a big whole in the sulfur picture. 

Mr. Douuiver. Now, we will go back a little again on this process 
of cooking. You named various chemicals and sulfurous acid, as I 
recall, was one of them. Each of those requires a certain percentage of 
sulfur I take it ? 

Mr. H. H. Hetier. Yes, sir. 

Mr. Dottiver. Are those produced at the pulp plant or are they 
shipped in from some other plant that produces that particular kind 
of chemical ? 

Mr. H. H. Hetirr. No, sir; those are produced at the pulp plants. 
They are too dilute in sulfur content to make it at all practical to ship 
them. The need is to ship the sulfur in concentrated form and then 
make this dilute solution for use at the plants. It wouldn’t be practical 
otherwise. 

Mr. Dotttver. So that every pulp plant 

Mr. H. H. Hetxier. Has its own acid plant. 

Mr. Doutiver. Processes its own chemicals to produce the chemicals 
out of the raw sulfur? 

Mr. H. H. Heuter. That is right. 

Mr. Dotutver. Now, as I understood you, getting back to this sulfite 
process, and the separation of the lignin and the chemicals on the 
one hand from the cellulose, did I understand you to say that news- 
print contains both lignin and the cellulose ? 

Mr. H. H. Hexier. Yes; technically it does, because the newsprint 
contains 20 percent of the sulfite fiber from which the lignin has 
been removed, and 80 percent ground wood which is still half lignin 
und half cellulose. 

Mr. Dotiiver. When you use the term ground wood, do you mean 
that that is a result of the cooking process ¢ 
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Mr. H. H. Hetter. No; that is the whole wood, just ground up into 
this powder. 

Mr. Dotuiiver. Just ground up into small fiber? 

Mr. H. H. Hexxier. That is right. 

a Dotttver. So that has not gone through the cooking process 
at all 

Mr. H. H. Hetzer. None at all. 

Mr. Dotuiver. Well, I suppose there can be some slight variation 
in the amount of ground wood used with the other part of it? 

Mr. H. H. Heuer. Yes, indeed. 

Mr. Dotuiver. And that determines the quality of the paper; does 
it to some extent ? 

Mr. H. H. Hetier. The more ground wood there is, the easier it 
is to tear it and the weaker it is. 

The only reason for putting the long fiber in there is to give the 
paper strength. 

Yow, the paper is sold on specification, usually as to color and tear 
strength and fold strength and absorbency and so forth, and the 
operator balances off the amount of ground wood and the amount 
of long fiber to make that up to specification. And he sometimes has 
to vary that proportion slightly. 

Mr. Dottiver. Now, let us take one particular quality of paper that 
is familiar to all of us—the blotting quality. Does that indicate a 


large amount of ground wood or a small amount of ground wood, 
or is it something else ? 


Mr. H. H. Hewrer. Well, if you are thinking of blotting paper, no, 


because blotting paper is something different again. That is all 
long fiber. 

Mr. Dotttver. Loosely put together ? 

Mr. H. H. Hewier. That is right. 

Mr. Dorutver. Well, let us take for instance this mimeograph. 
What would that be? That has quite a blotting quality. 

Mr. H. H. Hexxier. Mimeograph sheet will probably, if it is nice 
and white like this, have very little ground wood in its furnish. It 
will probably have some short-fiber chemical pulp or some bleached 
ground wood and some long fiber. It could be made from about a 
6040 ratio of bleached ground wood plus 40 percent long fiber. That 
would be a relatively cheap mimeo. 

Mr. Dottiver. When you are referring to “long fiber” you are 
referring to what ? 

Mr. H. H. Hetxer. I am talking of chemically processed pulp. 

Mr. Doxurver. After it has been cooked ¢ 

Mr. H. H. Hetxer. That is right. 

Mr. Dotuiver. And so it is, by varying these proportions, the dif- 
ferent ingredients, that you get the various types and quality of 
Japer ¢ 

Mr. H. H. Hetter. That is right. 

Mr. Dotriver. Now, let us turn to another kind of paper. What 
about the paper that we call kraft paper, which is used for wrapping 
and brown envelopes and that kind of thing? 

Mr. H. H. Hetzer. That is probably 100 percent chemical pulp: 
no ground wood. 

Mr. Dotutver. And that accounts for its strength ? 

Mr. H. H. Heuer. Its strength. 
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Mr. Dottrver. Can that be bleached ? 

Mr. H. H. Hevxer. Yes. 

Mr. Dotutver. It is not usually done ? 

Mr. H. Ii. Hetrer. It is not done for bags, but it can be bleached 
io a very high brightness and substituted for sulfite pulp in many 
operations. In fact, it can be substituted for dissolving pulps. 

Mr. Dotiiver. Let us turn now to another process. We have been 
talking about the sulfite process. You mentioned the sulfate process, 
too. Would you enlarge upon that so that we can learn about that? 

Mr. H. H. Hewxier. It might be of interest to know where the term 
“sulfate” came from. In the history of the process it was just plain 
soda that was used for cooking, way back probably 85 years ago, and 
it was at that time, in the very early days of chemistry, when it was 
practically more alchemy than it was chemistry, that they discovered 
that ordinary salt cake could be substituted for soda in the recovery 
process. Nobody knew why the salt cake made any difference, but it 
was an accident that it was found that if you put salt cake in there 
you get a better pulp than if you use plain soda. 

It was subsequently found that it is a sulfide chemical which pro- 
duces this advantageous change in the character of the pulp; not sul- 
fate at all. Strictly speaking, this should be called the sulfide process, 
but it still is called the sulfate, because of the source of raw material. 
The method consists of chipping the wood, putting it into a digester, 
and cooking it just as in the sulfite process except here it is an alkaline 
method instead of acid, and for that reason laid steel digesters can 
be — It does not deteriorate the metal of the digester nearly as 
rapidly. 

Mr. Dotiiver. Does it require approximately the same amount of 
sulfur in this process ? 

Mr. H. H. Hetier. No; it reqires no sulfur. 

Mr. Douuiver. No sulfur at all? 

Mr. H. H. Hevier. That is, no direct sulfur as we are thinking of 
— the source of sulfur; it requires sulfur which is obtained from salt 
cake. 

Now, the cooking cycle is much shorter. Instead of 8 to 9 hours’ 
cooking, digesters can be cooked in 314 hours, and the pulp has a 
much different characteristic. It is much stronger; it is also much 
darker. It is practically black when it first comes out. And in this 
case it is much easier to recover the sulfur and the alkali by concen- 
trating this alkaline liquid, which is now not able to attack the metal. 
It is possible to evaporate this black liquid until it becomes a tar and 
burn this tar under a boiler, producing steam for use in the mill, and 
as this tar burns, it causes a reduction in the chemical sense, a reduction 
of the salt cake to sulfur, and it causes a change in the caustic soda, 
to soda. 

After burning this so-called strong black liquor, the ash is treated 
with water and the chemicals are leached out of the ash and recon- 
stituted by means of lime to have the same character they originally 
had and the chemical just cycles round and round. The only sulfur 
consumption now is a little make-up which comprises about 250 pounds 
of salt cake per ton of pulp, on the average. It can be down as low 
as 90 pounds of salt cake per ton of pulp, and it is not necessary 
to use any sulfur. 
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Mr. Dotuiver. Well, now, in view of what you have just said, it 
would seem that might be a more economical method of producing 
paper than the sulfite process. 

Mr. H. H. Hetxier. The economics are about equivalent. The plant 
required for the recovery system is decidedly more costly. The capital 
investment is two or three times that of the sulfite mill, and the quality 
of pulp is different. I do not believe that at present we could get along 
without sulfite pulp. It has a quality that cannot be obtained with 
kraft pulp. 

Mr. Dotutver. Are there any sulfate processes or plants in 
operation ¢ 

Mr. H. H. Hetier. About 4 million tons of pulp. I do not have 
these figures available. These are out of the top of my head. It is 
approximately 4 to 1144. That is, 4 million tons of kraft are produced 
for every 114 million tons of sulfite. And all of the expansion in the 
Jast decade has been practically all in the kraft process. 

Mr. Doutuiiver. Now, you referred to the various ingredients there. 
Are they usable except right on the grounds? I mean, can you take 
the result of the cooking process and ship it to some other plant? 

Mr. H. H. Heiter. Do you refer to the pulp? 

Mr. Dotuiver. Yes. 

Mr. H. H. Hetrer. Oh, yes; the pulp, after it has been strained 
and the lignin washed out of it and possibly bleached, is shipped all 
over. 

Mr. Dotiiver. It is shipped all over? 

Mr. H. H. Heuer. Yes. 

Mr. Dotuiver. By barge or railroad car or how? 

Mr. H. H. Hevier. By every possible means of shipping, as far 
as I know. It has to be concentrated, of course, to lower the freight 
cost. It has to be dried. 

Mr. Dortiver. Is it usual that there will be a producer of this pulp, 
and that is as far as the manufacturers will go with the process ? 

Mr. H. H. Hever. There are some straight pulp-producing mills. 
Most of them now are integrated; that is, they have their paper pro- 
duction or whatever else they make out of the pulp at the same spots. 
But many large corporations are integrated with respect to product, 
but not with respect to mills. They may have a pulp mill in Canada 
and a paper mill in the United States. 

Mr. Doxurver. They ship it? 

Mr. H. H. Heiter. And they ship the pulp. 

Mr. Dotriver. From Canada to the United States where it is pro- 
cessed into paper ¢ 

Mr. H. H. Hevier. That is right, or they may have the pulp mill in 
the South and a paper mill in the North. 

Mr. Do: Liver. Would the localities of the markets have anything to 
do with the reason for that division ¢ 

Mr. H. H. Hetier. The main reason is the source of wood. Paper 
requires easy access to wood supply and water. Water, power, and 
wood are the factors that determine the location of the pulp mill. 

Mr. Dotuiver. We have had some discussion here in the committee 
with respect to this chemical ingredient we call cellulose, and that is 
the basis of a great many vegetable products; is it not ? 
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Mr. H. H. Hewier. Well, yes. It is contained in almost all kinds 
of vegetable products. It is what you might say the bone structure of 
the vegetable. 

Mr. Dotiiver. There are many, many uses for it besides the produc- 
tion of paper; is that not true? One thing I am thinking of is wall 
board. 

Mr. H. H. Hewier. That is considered as part of pulp paper and 
paper board in our division of National Production Authority. Yes; 
it enters into that. 

Mr. Dotiiver. Some of that production comes from bagasse ¢ 

Mr. H. H. Hewier. Yes; that is sugarcane waste. 

That is a very small proportion of the pulp. 

Mr. Dottiver. Why is that ¢ 

Mr. H. H. Hevtirr. The main reason is that a pulp mill requires 
a large investment of money, a large capital investment, and it cannot 
afford to run for 3 months of the year and then shut down. It must 
have a continuous 12 months’ supply of raw material. 

Bagasse and cornstalks and so forth cannot be saved up for a year’s 
time without rotting or something else happens to them, so that the 
pulp mill can have a continuous, steady supply. If the pulp mills 
depended on vegetable waste, they would be in about the same predica- 
ment that the sugar-beet industry is in where you have a lot of work to 
be done for 3 months and the rest of the time the plant is idle. That 
is what makes wood such an important raw material. 

Mr. Dotiiver. You say there is not that possibility of storing. 
What about corneobs¢ I come from acorn country out in the Midwest. 

Mr. H. H. Heuxrr. | believe any vegetable material you can get 
could be made into satisfactory pulp if you could get rid of the season- 
al characteristics of it. 

Mr. Dotiiver. That is the great difficulty ? 

Mr. H. H. Hevirr. Yes. 

Mr. Douiiver. Is there any difficulty in getting the vegetable mate- 
rial together ¢ 

Mr. H. H. Hetirr. Not very particularly except that it is difficult 
totrain all the farmers to bring it in, in the same form, so that the mill 
can use it. 

Mr. Dotaiver. Getting really local, I am thinking about a process- 
ing plant in my home district for seed corn. They process 350,000 
bushels of seed corn a year, and they have mountains of corncobs as 
a result of it, and they are all in one place. It is cellulose material 
but a total and complete waste. 

Mr. H. H. Hetzer. Cobs and vegetable waste are used now for pro- 
ducing another valuable chemical called furfurol, and that is probably 
a better means of utilizing the corncobs. 

Mr. Harris. Will the gentleman yield? 

Mr. Doutiiver. Yes. 

Mr. Harris. Would not the same mill that processes wood pulp lend 
itself to the processing of bagasse ¢ 

Mr. H. H. Hetirr. Probably not. It would probably mean an ad- 
ditional installation. In that instance it would be possible to cook the 
bagasse by an alkaline process and combine the alkaline liquor re- 
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covery with that of a wood-cooking process, but the actual process 
of cooking the bagasse would have to be separate equipment, as well as 
handling it in the digesters and cookers and so forth. 

Mr. Harris. There would be an economic problem because this was 
produced in one section of the country, wood produced in another 
section, and transporting it would probably be very uneconomical ¢ 

Mr. H. H. Hewier. It would be if transportation were required, 
but there are a good many good sources of wood in northern Florida. 
IT do not know how much bagasse is available there. As far as the 
Philippines and Puerto Rico are concerned, that would have to be a 
separate mill built only for bagasse. 

Mr. Dorutver. Mr. Chairman, I have concluded my questions. 

Mr. Heller, you have been very helpful. Thank you very much. 

Mr. Becxworrn. There are some parts of the country, or I suppose 
in the world, where they could have a supply almost yearly; is that 
not true? 

Mr. H. H. Hecxer. I imagine that is true, that is where more than 
one crop could be grown. However, I do not believe that would pro- 
duce good corn, that kind of climate. It would have to be some other 
product. 

Mr. Beckwortnu. It would not have the proper fiber content ? 

Mr. Hf. H. Hetxier. There are a good many other raw materials 
than wood and they make special fibers, but by and large it is a drop 
in the bucket compared to the pulp that comes from wood. 

Mr. Harris. Back to an academic question, what seems to have 
brought on this sudden impact to the sulfur industry ¢ 

Mr. H. H. Heuer. I think in every case it is an increase in usage of 
sulfur, not only in pulp manufacture, but for every other use of it. 

Mr. Harrts. It is a well-known fact that the sulfur industry had 
not been one of those to which, so far as economics is concerned, much 
attention had been given. I have in mind that much sulfur has gone 
to waste over a period of years, until recently when we started to 
apply methods of recovery. There must be something that caused 
this sudden change in the chemical picture ? 

Mr. H. H. Hetter. If you will pardon a rather simple illustration, 
I think it would be like this: suppose somebody found a spot in the 
ground where he could dig out pure iron. Who would want to buy 
iron ore? Suppose this source of pure iron under the ground was 
thought to be ample to supply the world for many years and all of a 
sudden you came to the end of it; it would mean that someone would 
have to go back to processing iron ore. 

Mr. Harris. Does that mean that your sulfur mines have gone down 
extensively ? 

Mr. H. H. Hexxer. That really would be a question for Mr. Wood. 
I think that is true, as Mr. Wood would concur in that answer. 

Mr. Beckwortru. Mr. Wood, would you concur with that answer? 

Mr. Woop. Yes, sir. The American native brimstone producers 
are at the present time producing more sulfur than they ever have. 
The demand, as Mr. Heller has stated, has increased considerably over 
the past few years. The known reserves of sulfur obtainable by the 
Frasch hot-water process are estimated variously from 10 to 25 years 
at the present production rates. 

The sulfur-consuming industries apparently have assumed through 
the years that there was an inexhaustible supply of cheap Frasch-type 
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sulfur. So they are now awakening to the fact that they must seek 
and use other sources if they are to continue to use sulfur at an ac- 
celerated rate. 

Does that answer your question, sir? 

Mr. Harrrs. Yes; it does. Also, I can relate from personal ex- 
perience that down in my area until the last few years they just piled 
up sulfur and piled it up and wondered what to do with it. There 
was no disposition they could make of it. It did not seem to amount 
to much so far as the economic return was concerned. Then the first 
thing we know, overnight in that same area it has developed into 
one of the biggest industries. I was just wondering what brought on 
this sudden increase in demand for this product which is obviously be- 
coming one of the most important in our industries in the country. 

We find we have been letting it go out in the air and we are trying 
to recover it now. Where it has gone to waste by thousands of tons 
in the last few years, they are now trying to recover it. Something 
has happened somewhere in the last few years. 

Mr. Dottver. I think that partially can be explained Mr. Chair- 
man, by the very great increase in the use of sulfur for the production 
of fertilizers for which there has been a tremendous increase in recent 
years. I know that is true in that part of the country where I come 
from. 

Mr. Harris. Do you use sulfur gases in making the fertilizers? 

Mr. H. H. Hetxer. Yes, sir. As I recall the figures, 75 to 80 per- 
cent of the sulfur used in the United States goes to make sulfuric acid 
and about 40 percent of that acid is used to make fertilizer. 

I think the answer to your question as to why there is this sudden 
apparent shortage of sulfur is this: that while the rate of use of 
sulfur has continued to climb, the rate of production has not quite 
kept up and now we are getting to the poimt where these two rate 
lines cross. 

Mr. Harrts. Is it a fact, as I understood you to explain a moment 
ago, that they are finding more economical processes in industrial 
production by the increased usage of sulfur? 

Mr. H. H. Hewter. Sir, I do not quite understand your question. 

Mr. Harris. I will put it this way. Are they not using more and 
more sulfur in industrial processing 

Mr. H. H. Hetter. That is right. 

Mr. Harris. And by the usage of more and more in the various 
chemical forms, they are finding that the industrial production is 
more economical than it was before? 

Mr. H. H. Herter. That is probably true. 

Mr. Harris. Now is there any newsprint at all that can be made 
without the use of sulfur? 

Mr. H. H. Hewxier. Yes, sir. 

Mr. Harris. What kind? 

Mr. H. H. Heiter. The newsprint which is made from kraft pulp. 
Approximately 210,000 tons of it was made last year. 

Mr. Harris. Is that the kind that is made in Lufkin, Tex.? 

Mr. H. H. Heiter. Yes, sir. There are only two mills in the South 
producing it. 

Mr. Harris. Can you explain then why there are not more such 
mills being constructed ¢ 
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Mr. H. H. Heiter. I think you probably will see more mills of that 
sort constructed since the sulfur shortage is pressuring toward that, 
but while there was no pressure for sulfur the newsprint industry 
went into Canada, and it is only recently that paper makers have had 
nerve enough to try to make newsprint out of kraft pulp. The one 
at Lufkin was the first. 

Mr. Harris. What would be your reaction at National Production 
Authority to someone applying for a certificate or authority or per- 
mit for the construction of a newsprint mill for the use of pine kraft ? 

Mr. H. H. Hetzer. That really is not my function in the National 
Production Authority, but I think they would look at it very favorably. 

Mr. Dotuiver. Will the gentleman yield at this point? 

Mr. Harris. Yes; if it is on this point. If it not within his author- 
ity, I would not want to embarrass him. 

Mr. Doxtiver. This sulfate pulp which you referred to, which is 
made now in Texas and Alabama, is kraft pulp in both instances? 

Mr. H. H. Hetrier. That is correct. 

Mr. Dotuiver. That is the only material they use for the newsprint ; 
they do not use the crushed wood ? 

Mr. H. H. Herter. Yes; they do. That is the difficult part from 
the paper-makers’ angle, to use southern pine with all the pitch it 
contains and make ground pulp of it. That poses the greatest diffi- 
culty of all. That is why newspaper made from southern woods 
entirely has been delayed. 

Mr. Dotiiver. They are actually in production now using the 
southern resinous pine for ground wood ¢ 

Mr. H. H. Hevier. That is correct. 

Mr. Do.utver. Is there not some special process that they use to 
remove the resin and pitch from the wood ¢ 

Mr. H. H. Hetier. No. The special process is’a matter of con- 
trolling the acidity of the solution and adding a certain portion of 
alum and aluminum hydroxide to coagulate this pitch and prevent 
it from plugging the wires. 

Mr. Dotuiver. It is not a question of removal; it is a question of 
control ¢ 

Mr. H. H. Hetier. That is right. 

Mr. Harris. You do think if efforts were made toward additional 
newsprint production from southern pine, endeavoring to build up 
newsprint production in this country, they would receive favorable 
consideration at the National Production Authority / 

Mr. H. H. Heuer. I am sure it would. Of course it would have to 
be backed by an adequate wood supply. Just where that would be 
right now I would not want to say. 

Mr. Harris. I live right in the heart of a lot of it. 

Mr. Heuer. Mr. Heller, have you had occasion to examine news- 
print made of bagasse / 

Mr. H. H. Hetier. No, sir. 

Mr. Hetier. Have you ever seen any newsprint at all which was 
produced by the sugarcane byproducts ¢ 

Mr. H. H. Henrer. No, sir; I know of no commercial installation 
in which the long fiber component of newsprint is bagasse stock. 

Mr. Hriier. Are there any industries now planning to be able to 
produce newsprint through bagasse ? 
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Mr. H. H. Herxer. I do not know if anyone claims to do it. It 
would be possible; of course only 20 percent of newsprint would be 
bagasse fiber. 

Mr. Heiter. Why only 20 percent ? 

Mr. H. H. Heuer. From a cost angle. You could not sell news- 
print for the price it is sold if it were all long fiber. 

Mr. Hetier. It is very expensive ? 

Mr. H. H. Hetrer. The long fiber is always the most expensive 
component, about 3 times as much as the ground wood. 

Mr. Do.iiver. Can you use this bagasse as a substitute for ground 
wood ¢ 

Mr. H. H. Hewier. No, sir; because you could not get hold of it to 
grind it up. I do not know how you would hold it on a stone. There 
might be some other mechanical means of the disintegrating of it, 
however, such as is used in the semichemical process. So far as I know, 
that has not been adapted to making a white, light-colored pulp. 

Mr. Beckworrn. Mr. Heller, I am sure no member of this com- 
mittee is a chemical expert but it occurs to me, and I judge it occurs 
to the rest of the members of the committee, that you certainly know 
what you are talking about. I have been greatly impressed with the 
ease with which you have answered all of these questions and the 
committee does appreciate your coming here and undertaking to help 
us in this work. 

Mr. H. H. Hecier. I thank you. It has been a pleasure. 

(Mr. H. H. Heller submitted the following prepared statement for 
the record :) 


Use of sulfur in pulp, paper, and paperboard 


For all kinds of pulping 
processes 


Tons of sul- | Percent of total 
fur used sulfur produced 


| In the United States of America 


| 
305, 000 12.1 
297, 000 | 10.0 
380, 000 | 10.3 
435, 000 | 10.3 
1 482,000 | 


In Canada 


1949__- ee gn 8 a ES es ~ 252, 000 


' Estimated demand. 


There are three major processes for making pulp from wood using sulfur. 
These are the sulfite (acid cooking), the kraft (alkaline cooking or so-called 
sulfate process), the semi-chemical (a combination of cooking plus mechanical 
disintegration ). 

The sulfite process is the oldest; it uses the most sulfur, and it cannot 
be converted to use of sulfur-bearing ores, such as pyrites, without costly equip- 
ment changes. These equipment changes would also require 12 to 18 months’ 
time as well as much critical material such as stainless steel. 
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SULFITE 


The sulfur used in producing a ton of sulfite pulp varies with the operating 
conditions in the individual mills, from 200 to 350 pounds per ton of pulp. This 
represents actual loss of sulfur per ton of pulp and thus far there is no practical 
method of recovering this sulfur. 

Applying this figure of sulfur used in making a ton of pulp to a ton of news- 
print, which contains about 20 percent of long-fiber pulp, the sulfur consumption 
per ton of newsprint is from 40 to 70 pounds per ton of newsprint paper. This 
is an average of 55 pounds per ton of newsprint. 


KRAFT OF SULFATE 


In the kraft process almost all the sulfur is used in the form of salt cake, a 
trade name for anhydrous sodium sulfate. The salt cake used per ton of kraft 
has been as follows: 





Percent of 
Tons of salt total salt 


cake used cake 





610, 000 
596, 000 


612, 000 
619, 000 
656, 438 











Salt cake contains only 22.5 percent of equivalent sulfur and very little i 
used in addition to this as sulfur in the cases where the kraft pulp is used i 
newsprint. 

The average use of salt cake per ton of kraft pulp is 250 pounds per ton of 
pulp. Multiplying this by 22.5 percent we get a figure of 56.2 pounds of equiva- 
lent sulfur per ton of pulp. If the paper contains 20 percent kraft pulp this 
means only 11.2 pounds of equivalent sulfur per ton of kraft newsprint. 


Newsprint production in the United States of America 





Percent of 
Tons of news- total paper 


print (all kinds) 





918, 000 
1, 017, 000 
270, 000 











—— 


During the year 1950, the production of newsprint from kraft pulp was prob- 
ably not over 210,000 tons. Subtracting this from the total newsprint for the 
same year we obtain a figure of 807,000 tons of newsprint made from sulfite 
pulp. The latter figure requires an average of 55 pounds of sulfur per ton, or a 
total of 22,467 tons of sulfur used for newsprint in the United States. 

Since the kraft newsprint uses only salt cake, its elemental sulfur consump- 
tion is zero. However, the equivalent sulfur consumption is about 11,200 tons. 


United States source of supply of newsprint 


[Percent] 





Source 1951 
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The sulfur consumption per ton of paper will be a function of the percentage 
of sulfite and kraft pulp in the furnish of the sheet. This furnish will vary 
from that of newsprint up to 100 percent of long fiber, as, for example, in kraft 








C2) ee Ral 


NEWSPRINT INVESTIGATION 177 


paperboard. Such a breakdown for all grades of paper products would be an 
extremely difficult and time-consuming job and could only be done, at best, in 
an approximate manner. Printing papers such as book paper would be on the 
lower end of the scale, quite close to newsprint. 


SEMICHEMICAL PULP 


This type of pulp is used largely in the manufacture of roofing paper and 
heavy paperboard. It represents less than 4.3 percent of all the sulfur used in 
the paper industry or about 18,000 tons of sulfur in 1950. 

Mr. Beckxworrn. The next witness we shall have is Mr. John G. 
McMullen of the National Production Authority, in charge of sul- 
furic acid. 


STATEMENT OF JOHN G. McMULLEN, CHEMICALS DIVISION, 
NATIONAL PRODUCTION AUTHORITY 


Mr. McMoutten. Mr. Chairman and members of the committee, I 
have a prepared statement but with your permission, before reading 
it, I would like to make a comment or two with respect to Mr. Heller’s 
testimony. 

I wish to clarify the situation with respect to sulfur in the kraft 
process, in which sodium sulfate is used and while sulfur is not di- 
rectly burned by a kraft mill, the sodium sulfate used is largely pro- 
duced from sulfuric acid. Sulfuric acid produces hydrocloric acid 
and as a byproduct sodium sulfate results. 

Sulfuric acid produces rayon and cellophane and as a byproduct 
sodium sulfate results. 

There is a natural sodium sulfate and I estimate about 30 percent 
of the sodium sulfate or salt cake used is natural sodium sulfate and 
about 70 percent is produced from sulfuric acid. So there is con- 
siderable usage of sulfur in the kraft processes, not directly by the 
kraft mill, but in sodium sulfate produced from sulfuric acid. 

ae. Brecxworrn. Where do they get sodium sulfate in the natural 
state { 

Mr. McMutten. There is a process by which it is taken from brine 
in lakes out West and in Canada. I am not fully familiar with the 
process. 

Mr. Beckwortn. You may proceed. 

Mr. McMctten. Sulfuric acid is one of tRe Nation’s most important 
basic raw materials. In our present-day economy sulfuric acid is 
necessary for the manufacture of nearly everything we eat, wear, and 
use. Historically, the rate of production of sulfuric acid is an ac- 
curate index of industrial productivity. Thus any Nation’s capacity 
for production of sulfuric acid is a measure of its industrial might. 

Consumption of elemental sulfur, or brimstone, in the manufacture 
of sulfuric acid in the United States accounts for approximately 75 
percent of the United States total sulfur consumption. During 1950, 
80 percent of the sulfuric acid produced in the United States utilized 
brimstone as a raw material, the remaining 20 percent having been 
produced from other sulfur-bearing materials. 

In the administration of our job in connection with sulfuric acid, 
the National Production Authority will establish a threefold program. 

First, because demand exceeds supply, we have issued an order 
which provides for allocation in the 11 far Western States, and which 
enables us to assemble statistics concerning distribution in the remain- 
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ing 37 States. These statistics will be used to establish, at the earliest 
possible moment, a method for control of national distribution under 
which defense industries and defense supporting industries will be 
assured of receiving sufficient supplies to enable them to fulfill the 
defense program; and the essential civilian economy will be given 
adequate support. The remaining supply will be distributed as 
equitably as possible. In the entire effort we will endeavor to pre 
serve the normal channels of trade, giving due consideration to the 
needs of new and small business. 

The second phase of our program will involve conservation of acid. 
Every effort will be made to require the most efficient utilization of 
acid and to encourage the recovery and reuse of spent acid. 

The third and perhaps most important phase of the program is 
the encouragement of conversion of existing brimstone-consuming 
plants to utilization of pyrites or other sulfur-bearing materials, and 
the construction of new plants designed to use sulfur-bearing mate- 
rials, other than brimstone, as a raw material. 

I have submitted for the record a copy of NPA Order M—45 and 
schedule 3 to that order, which establishes an allocation procedure for 
sulfuric acid. Reporting is required on all types of sulfuric acid, 
including fortified and spent acids, in all States, although allocation 
is actually in effect at this time only in the 11 far Western States. 
This order was issued after discussion with, and upon the advice of, 
the Sulfuric Acid Advisory Committee. 

There has been some misunderstanding of the significance of the 
end uses listed. We have attempted to include in the listing the larger 
uses of sulfuric acid in order to establish an adequate statistical pat- 
tern. The mere listing of an end use does not place it in a preferential 
position over an unlisted end use. As a matter of fact, each of the 
end uses listed has varying degrees of essentiality and many of the 
end products listed are in themselves basic raw materials for certain 
segments of our industrial economy. 

The basis for allocation of sulfuric acid to various end uses will be 
the data submitted by the various claimant agencies showing the 
essentiality breakdown of end use. Allocations to individual users 
within a particular end use will be based on essentiality, history and 
coordination with the claimant agency. 


(NPA Order M—45 and se schedule 3 are as follows:) 


U. S. DEPARTMENT or COMMERCE 


NATIONAL PRODUCTION AUTHORITY 
Sched. 3 to M—45 
APRIL 18, 1951 


TITLE 32A—NATIONAL DEFENSE, APPENDIX 
CHApTER VI—NATIONAL PRODUCTION AUTHORITY, DEPARTMENT OF COMMERCE 
{NPA Order M—45, Schedule 3] 
M-45—ALLOcATION oF CHEMICALS AND ALLIzp Propucts 
SCHED, 3—-SULFURIC ACID 
This schedule is found necessary and appropriate to promote the national 
defense and is issued under NPA Order M—45 pursuant to the authority of 


section 101 of the Defense Production Act of 1950. In the formulation of this 
schedule there has been consultation with industry representatives including 
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trade association representatives, and consideration has been given to their 
recommendations. 

Secrion 1. Definitions: (a) “Sulfuric acid” means all grades, strengths, and 
qualities of sulfuric acid, both virgin and fortified, and includes oleum and re- 
covered or spent sulfuric acid. : , 

(b) “Supplier” means any person who produces sulfuric acid for his own use 
or for sale, or who purchases sulfuric acid for redelivery as sulfuric acid with 
or without concentration or refinement, or who purchases sulfuric acid for his 
own use and redelivers recovered or spent sulfuric acid. 

sec. 2. General provisions. Sulfuric acid is hereby made subject to NPA 
Order M-45 as an Appendix B material. The initial allocation date is June 1, 
1951. The allocation period is the calendar month. The small order exemption 
without use certificate is 60 tons (net tons, basis 100 percent H.SO,) per person 
per month. 

Sec. 3. Limited allocation. Specific authorization by NPA on Form NPAF-— 
47 to deliver or use any sulfuric acid, including spent sulfuric acid, is required 
only in the states of Washington, Oregon, California, Arizona, New Mexico, 
Nevada, Utah, Colorado, Wyoming, Idaho, and Montana. Suppliers in all other 
states must nevertheless file applications with NPA on Form NPAF—47, in ac- 
cordance with the provisions of NPA Order M—45 and of this schedule, and may 
not deliver sulfuric acid to a purchaser who has not filed a certified statement 
of proposed use as required by NPA Order M-45. Such suppliers may, how- 
ever, deliver and use sulfuric acid without express authorization unless other- 
wise directed by NPA. 

Sec. 4. Filing date and unit of measure. The filing date is the 10th day of 
the month before the proposed delivery month. The filing date for the alloca- 
tion period commencing June 1, 1951, is May 5,1951. The unit of measure is the 
net ton of 2,000 pounds, basis 100 percent H.SQ,. 

Src. 5. Spent sulfuric acid. (a) Any person who has received sulfuric acid 
on a purchase order certified for a particular purpose or who has been specifi- 
cally authorized to use sulfuric acid for a particular purpose may use the spent 
or recovered sulfuric acid which is no longer suitable for such partjcular pur- 
pose for any other purpose, except that he shall not use such spent sulfuric acid 
in chemical combination with any other material to produce a salable product 
without specific authorization by NPA. 

(b) Any person may, without authorization by NPA, deliver spent sulfuric 
acid to or for the account of the person who supplied him with the original acid. 
In such event, however, the original supplier may not use such acid for any 
purpose except fortification or decomposition without specific authorization 
by NPA. If delivery is to be made to another for the account of the original 
supplier, such supplier must obtain specific authorization from NPA as in the 
case of a delivery made directly from his own plant. Any other delivery of 
spent sulfuric acid must be specifically authorized by NPA upon application 
pursuant to section 10 of this schedule. 

Sec. 6. Exemption for ordnance plants. Any ordnance plant owned and 
operated by the United States Government may use its own production of 
suifuric acid in the manufacture of military explosives without application to 
or specifie authorization by NPA. Such plant may not, however, deliver virgin 
or spent sulfuric acid to another ordnance plant or to any purchaser without 
specific authorization by NPA. 

Sec. 7. Termination of NPA authorization to use. An authorization by NPA 
to any person to use sulfuric acid shall terminate at the close of the calendar 
month immediately following the allocation period for which such use was 
authorized. 

Src. 8. Limitation on inventory. No person (notwithstanding any allocation 
made to him) shall place an order for sulfuric acid calling for delivery, and no 
person shall accept delivery of sulfuric acid, at a time when his inventory of 
sulfuric acid exceeds, or by acceptance of such delivery would be made to ex- 
ceed, his minimum requirements for the allocation period in which delivery is 
sought at his then scheduled rate and method of operation. The placing of such 
an order is prohibited even though the purchaser intends to cancel all or part 
thereof or to reduce the quantity of sulfuric acid ordered to an amount which 
would be lawful under this section before the entire amount originally ordered is 
—— The provisions of this section are applicable throughout the United 
States. 

Sec. 9. Certified statement of proposed use. Every person who purchases 
sulfuric acid from a supplier is required to enter on or attach to each purchase 
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order a certified statement of proposed use as provided in section 7 of NPA 
Order M-45. This statement should specify end-uses in terms of those listed 
in this section. Where an end-use falls under the classifications “Miscellaneous” 
or “Chemicals (not elsewhere classified),”’ the specific end-use must be indi- 
cated in parentheses following the words “Miscellaneous” or “Chemicals n. e. ¢.” 
For example, such end-uses should be indicated as “Miscellaneous (milk test- 
ing)” or “Chemicals n. e. c. (oxalic acid).” Purchasers who certify to an 
end-use specifically listed in this section may—although not required to—furnish 
additional end-use information, as, for example: “Hydrochloric acid (tetra- 
ethyl lead).” Where “Export” is stated as an end-use it is not necessary to 
indicate the proposed end-use of the foreign purchaser : 


Aluminum sulfate for public water Lead, zinc, or titanium pigments. 
treatment. Other metallurgical. 
Aluminum sulfate for other purposes. Medicinals. 
Ammonium sulfate (byproduct). Military explosives. 
Ammonium sulfate (synthetic). Nonferrous metal pickling and leaching. 
Aviation gasoline. Petroleum catalysts. 
Other petroleum products (except sulfo- Petroleum sulfonates, 
nated hydrocarbons). Phenol. 
Boric acid. Rayon. 
Chemicals (not elsewhere classified). Resale upon further authorization. 
Cellulose film. Rubber (including synthetic). 
Chromium chemicals, primary (includ- Silica gel. 
ing chromic acid). Sodium phosphates, 
Copper sulfate. Storage batteries. 
Dyes and intermediates. Sulfonated oils. 
Ethylene dibromide. Superphosphate fertilizer. 
Food testing and processing. Synthetie detergents. 
Hydrochloric acid. Tall oil. 
Hydrofluorie acid. Textile finishing. 
Industrial explosives. Exempt small orders. 
Insecticides. Export (show export license number). 
Tron and steel (light oil refining). Miscellaneous (not specified above). 
Iron and steel (pickling). 


Src. 10. Supplier’s application on Form NPAF—47. Every supplier of sulfuric 
acid is required to apply on Form NPAF-—47 for authorization to deliver or to use 
any quantity of sulfuric acid in excess of the small order exemption. General 
instructions on the preparation of Form NPAF-—47 are set forth in Appendix 
D of NPA Order M-—45. Fill in Form NPAF—47 as indicated, subject to the 
following special instructions: 

(a) Heading. Insert in grade space “all grades.’ 

(b) Table I. List each customer, specifying end-use in terms of the end-uses 
listed in section 9 of this schedule and specifying the quantity ordered for each 
such use. DO rated orders should be listed separately from nonrated orders 
under each end-use classification and the applicable DO number should be speci- 
fied. In column (7) specify whether each acid referred to in column (3) is 
virgin, spent, or fortified; specify the strength in terms of percent H.SO,; and 
set forth any further pertinent information. Each supplier must apply for 
authorization to deliver an aggregate quantity of exempt small orders, without 
listing individual customers’ names. Specify in column (2) “exempt small 
orders.” 

(c) Table IT. Fill in as indicated. In column (8) list each strength sep- 
arately in terms of percent H.SO, and indicate whether the acid is virgin, spent, 
or fortified. In columns (10) and (13) report physical inventory whether or 
not subject to unexpired authorization or exemption on the dates specified. In 
column (16) specify a quantity no greater than what is estimated will be avail- 
able for allocation during the requested allocation period, taking into account 
undelivered balances on unexpired prior authorization. 

Sec. 11. Communications. All covamunications concerning this schedule shall 
be addressed to the National Production Authority, Washington 25, D. C., Ref: 
M-—45, Sched. 3. 

NoTes: All reporting requirements of this schedule have been approved by the Bureau 
of the Budget in accordance with the Federal Feports Act of 1942. 

This schedule shall take effect, except as otherwise provided herein, on April 
18, 1951. 

[SEAL] NATIONAL PRODUCTION AUTHORITY, 

MANLY FLEISCHMANN, Administrator. 


’ 
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U. S. DEPARTMENT OF COMMERCE 


NATIONAL PRODUCTION AUTHORITY 
M-45 
Mar. 16, 1951 


TITLE 32A—NATIONAL DEFENSE, APPENDIX 


CHAPTER VI—NATIONAL PRODUCTION AUTHORITY, DEPARTMENT OF COMMERCE 
LNPA Order M—45] 


M-45—ALLOCATION OF CHEMICALS AND ALLIED Propucts 


This order is found necessary and appropriate to promote the national de- 
fense and is issued pursuant to the authority granted by section 101 of the De- 
fense Production Act of 1950. In the formulation of this order there has been 
consultation with industry representatives, including trade association repre- 
sentatives, and consideration has been given to their recommendations. 


EXPLANATORY PROVISIONS EXEMPTIONS 
Sec. 
Sec. 16. Small orders. 
1. What this order does. 17. Existing stocks on initial allocation 
2. Definitions. date. 
3. — of schedules issued under this 18. Stockpile items and imports. 
order. 
4. Relation to other NPA orders and regu- SPECIAL PROVISIONS 
lations. 
5, Equivalent quantities. 19. a of material from allocation con- 
trol. 
RESTRICTIONS ON DELIVERY AND USE 20. Toll agreements. 
21. Brokers and sales agents. 
6. Restrictions on delivery. 22. Full container adjustments. 
7. Certified statement of proposed use. 
8. Limitation on inventory. RECORDS AND REPORTS 
9. Restrictions on use. 


23. Records. 
AUTHORIZATION BY NPA 24. Audit and inspection. 
25. Reports. 
10. Application for authorization to deliver 
or accept delivery. GENERAL PROVISIONS 
11. ———- for authorization to use. . 
12. Filing of applications for authorization. 26. Adjustments and exceptions, 
13. Issuance of authorization by NPA. 27. Communications. 
14. Notice of NPA action to purchaser by 28. Violations. 
supplier. 
15. Termination of NPA authorization. 


AUTHORITY: Sections 1 to 28 issued under sec. 704, Pub. Law 774, 81st Cong. Interpret 
or apply sec. 101, Pub. Law 774, 81st Cong., sec. 101, E. O. 10161, Sept. 9, 1950, 15 F. R. 
6105 ; sec. 2, E. O. 10200, Jan. 3, 1951; 16 F. R. 61. 


EXPLANATORY PROVISIONS 


Secrion 1. What this order does. (a) The purpose of this order is to provide 
for the distribution and use of the limited supply of chemicals and allied prod- 
ucts so as best to serve the interests of national defense and essential civilian 
production. Materials are made subject to its provisions individually through 
the issuance under this order of separate schedules which classify each material 
as an Appendix A, B, or C material. This order prohibits, subject to certain ex- 
ceptions, any deliveries by suppliers, acceptance of certain deliveries from sup- 
pliers and use by any person of materials made subject to its provisions except in 
accordance with allocation authorizations issued by NPA. 

(b) Three general systems of allocation are provided for in this order. Ap- 
pendix A materials are allocated on Forms \NPAF-—45 and 48. Appendix B ma- 
terials are allocated on Form NPAF-—47, on the basis of certified statements of 
proposed use from each customer. Appendix C materials are allocated on Form 
NPAF—47, on the basis of applications on Form NPAF—45 for large orders, and 
certified statements of proposed use as to orders for intermediate quantities. 
Special provision is made for small order exemptions, 

(c) Provision is thus made whereby the supply remaining after the defense 
requirements are met may be equitably distributed through normal channels for 
civilian uses and with due regard for the needs of new and small businesses. 

Sec. 2. Definitions. As used in this order: 

(a) “Person” means any individual, corporation, partnership, association or 
any other organized group of persons and includes any agency of the United 
States or any other government. 
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(b) “Material” means any chemical or allied product defined and made sub- 
ject to this order as an Appendix A, B, or C material by any schedule issued pur- 
suant to this order. 

(c) “Supplier” means any person who produces or imports material for re 
sale or for his own use or who purchases the material for resale as such or for 
resale after processing into any form subject to the same schedule which applies 
to the material. 

(d) “Initial allocation date” means the date specified in the applicable sched- 
ule on which a material first becomes subject to allociation under this order. 

(e) “Allocation period” means the period, usually a calendar month or quar- 
ter, specified in the applicable schedule for which regular allocation will be made 

(f) “Small order exemption period” means the period within which the smal! 
order quantity specified in the applicable schedule may be delivered, accepted or 
used free from allocation control. 

(g) “Toll agreement” means any agreement or arrangement by which title 
to the material remains vested in a person other than the one processing such 
material. 

(h) “NPA” means National Production Authority. 

Sec. 3. Effect of schedules issued under this order. A separate schedule is 
issued under this general order for each subject material brought within its 
provisions. The schedule specifies the date on which the material first becomes 
subject to allocation, details the information required for applications for alloca- 
tion, and may contain special exemptions or additional requirements modifying 
the terms of this general order. All provisions of each such schedule are hereby 
incorporated in and made part of this order. In the event of any inconsistency 
between a schedule and this general order the provisions of the schedule shal! 
govern. Schedules may be issued or amended at any time and shall remain in 
effect until individually amended or revoked. Appendices A, B, and C outline the 
principal requirements for making application for allocation as set forth in 
the schedules, and list the applicable schedule numbers. Nevertheless a materia! 
is subject to this order as an Appendix A, B, or C material as stated in the appli- 
cable schedule although the corresponding appendix has not yet been amended 
to reflect that fact. 

Sec, 4. Relation to other NPA orders and regulations. All provisions of any 
NPA regulation or any other NPA order which are inconsistent with this order 
or any schedule issued hereunder are superseded, but in all other respects such 
regulations and other orders remain applicable to the industries affected by this 
order. DO rated orders for any material subject to this order shall have no 
preference over non-rated orders therefor but NPA may take into consideration 
such DO rated orders in granting allocation authorizations pursuant to this order. 
NPA may from time to time issue special directives as to deliveries or use of any 
such material and unless otherwise provided therein such directives shall prevail 
over the provisions of this order or of any schedule issued under this order, 

Sec. 5. Lquivalent quantities. The provisions of this order relate to quanti- 
ties of material and not to particular identifiable lots thereof. 


RESTRICTIONS ON DELIVERY AND USE 


Sec. 6. Restrictions on delivery. On and after the initial allocation date: 

(a) No supplier shall deliver to any person any Appendix A, B, or C material 
in any allocation period except in accordance with the terms of an allocation 
authorization issued to the supplier for such period by NPA under this order. 

(b) No person shall accept from a supplier delivery of any Appendix A material 
in any allocation period except in accordance with the terms of an allocation 
authorization issued to such person for such period by NPA under this order. 

(c) No person shall accept from all suppliers delivery in any allocation period 
of an aggregate quantity of Appendix C material for which authorization to 
receive is required by the applicable schedule, except in accordance with the 
terms of an allocation authorization issued to such person for such period by 
NPA under this order. ° 

Sec. 7. Certified statement of proposed use. On and after the initial allocation 
date no supplier shall deliver to any person and no person shall accept from 
a supplier delivery of any Appendix B material, or any quantity of Appendix C 
material for which a use certificate is required by the applicable schedule, un- 
less such a person has entered on or attached to his purchase order a statement 
of his proposed use of each separate quantity of material listed in such order, 
together with a signed certification as follows: 
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Certified Under NPA Order M—45 


Such certification constitutes a representation by the purchaser to his supplier 
and to NPA that the material so ordered will be used only for the purpose of 
purposes set forth ‘n such statement. 

sec, s. Limitation on inventory. No person (notwithstanding any allocation 
made to him) shall place an order for any Appendix A, B, or C material calling 
for delivery, and no person shall accept delivery of such material, at a time when 
his inventory exceeds, or by acceptance of such delivery would be made to ex- 
ceed, his minimum requirements for the period of time specified in the applicable 
schedule at his then scheduled rate and method of operation, or a practicable 
minimum working inventory within the meaning of NPA Regulation 1, whichever 
is smaller. Any person who at any time has outstanding orders for any ma- 
terial calling for delivery earlier or in quantities greater than he would be 
permitted to receive under this section, shall forthwith notify his supplier of 
the extent to which delivery cannot be accepted as scheduled, and such orders 
shall be adjusted accordingly. Imported, as well as domestic material, except 
when such imported material remains in the hands of a person who has pur- 
chased it directly from a foreign seller, is subject to this section and is to be in- 
cluded in computing inventory. Material which has been processed to any 
degree, but has not yet been actually incorporated into a finished or partially 
finished product, is likewise to be included in computing inventory. 

Sec. 9. Restrictions on use. On and after the initial allocation date: 

(a) No person, except as provided in paragraph (b) of this section, shall use 
any Appendix A, B, or C material in any allocation period except in accordance 
with the terms of an allocation authorization issued to such person for such 
period by NPA under this order. 

(b) No person required by section 7 to furnish his supplier with a certified 
statement of proposed use shall use any material delivered by such supplier on 
the basis of such statement except for a purpose set forth therein, subject to 
any modification or limitation on use imposed by NPA in authorizing the supplier 
to make such delivery. 

(c) Pending receipt of any Appendix A, B, or C material allocated for a par- 
ticular purpose, any person may use stocks on hand for that purpose but he 
must replace such stocks upon receipt of the allocated material. 


AUTHORIZATION BY NPA 


Sec. 10. Application for authorization to deliver or accept delivery. 

(a) Application by a supplier for authorization to deliver any Appendix A 
material shall be made on Form NPAF—46, and for authorization to deliver any 
ppendix B or C material shall be made on Form NPAF 7. 

(b) Application for authorization to accept from a supplier delivery of any 
Appendix A material or a quantity of Appendix C material for which author- 
ization to receive is required by the applicable schedule shall be made on Form 
NPAF—45. 

Sec. 11. Application for authorization to use. (a) Application by a sup- 
plier for authorization to use any Appendix A material shall be made on Form 
NPAF-46, and for authorization to use any Appendix B or C material shal! 
be made on Form NPAF~47. When required by the applicable schedule, a sup- 
plier shall also make application on Form NPAF-—45 for authorization to use 
any Appendix A or B material. 

(b) Application by a person other than a supplier to use any Appendix A 
material or a quantity of any Appendix C material for which authorization to 
receive is required by the applicable schedule shall be made on Form NPAF-45. 

(c) No person required under section 7 to file a certified statement of pro- 
posed use of Appendix B or C material is required to apply for authorization 
to use any material received pursuant to a certified purchase order. 

(d) Application for authorization to use any Appendix B or C material not 
specifically provided for in paragraphs (a) and (b) of this section shall be 
made on Form NPAF—45. 

Sec. 12. Filing of applications for authorization. Each application under sec- 
tions 10 and 11 must be filed with NPA prior to the allocation period for which 
authorization is sought on a date not later than that specified in the applicable 
schedule, 

Sec. 13. Issuance of authorization by NPA. Authorization to deliver, accept 
delivery or use will be entered by NPA on the form on which application is 
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made under sections 10 and 11, and will be sent by NPA to the person who filed 
the application. 

Sec. 14. Notice of NPA action to purchaser by supplier. Each supplier must, 
prior to making delivery to any person who has filed with him a certified stat: 
ment of proposed use pursuant to section 7, notify such person in writing of 
denial in whole or in part by NPA of any item or items on such person’s certi- 
fied purchase order. Such notice shall state the separate quantity to be de- 
livered for each different class of proposed use, if more than one class of use 
was specified in the certified statement. 

Sec. 15. Termination of NPA authorization. (a) An authorization to deliver 
shall terminate at the close of the calendar month immediately following the 
allocation period for which delivery was authorized: Provided, however, That 
such authorization shall terminate immediately upon expiration of the a! 
location period if a purchaser fails to place his order during that period or if 
he requires postponement of delivery beyond the end of the calendar month im- 
mediately following such allocation period. When authorization to deliver 
is received before the specified allocation period, advance delivery may be made 
if it does not delay previously authorized deliveries. 

(b) A purchaser may accept delivery before or after the allocation period, 
but if he knows or has reason to believe that a shipment was made prior to 
receipt of or after expiration of an authorization to deliver he must notify 
NPA immediately and hold such material intact subject to direction from NPA. 

(c) The duration of an authorization to use any Appendix A, B, or © mate- 
rial is specified in the applicable schedule. 







EXEMPTIONS 


Sec. 16. Small orders. The provisions of sections 6, 7, and 9 of this order 
shall not apply to small orders as defined in the applicable schedule, subject 
to the following conditions: 

(a) All requirements of the applicable schedule relating to small orders 
shall be observed. 

(b) No supplier shall deliver a quantity of any material in excess of the 
small order exemption to any one customer during the small order exemp 
tion period. 

(c) The total quantity of any material delivered by a supplier to all pur- 
chasers under this exemption during any small order exemption period shal! 
not exceed an amount equal to the total of the following: (1) The amount 
which NPA has specifically authorized him on forms NPAF-46 or NPAF—47 to 
deliver on small orders; (2) the amount which he has received pursuant to 
specific authorization on form NPAF-—45 or to a certified statement of propose: 
use; (3) the amount which he himself has acquired on small orders without 
specific NPA authorization and has not used; and (4) the amount which he had 
on hand on the initial allocation date, if he sells exclusively on small orders. 

(d) The total quantity of any material received under this exemption by any 
person from all suppliers during the small order exemption period shall not 
exceed in the aggregate one small order exemption quantity. 

(e) If additional quantities of material acquired under this exemption are 
received during the same allocation period pursuant to NPA allocation authori- 
zation, the material acquired under this exemption shall be used for experi- 
mental purposes only, or be held in inventory subject to further direction from 
NPA. 

(f) Material allocated for a particular purpose (other than inventory) shal! 
be used for that purpose and not under this exemption unless changing cir 
cumstances or expiration of the authorization to use make it impracticable or 
impossible to use the material for the original purpose. 

(g) If, prior to the effective date of this order, an operating unit of a single 
enterprise normally purchased separately, such unit may disregard the pur- 
chases or allocations of other operating units of that enterprise for purposes of 
this exemption. 

Sec. 17. Existing stocks on initial allocation date. The provisions of sections 
6, 7, and 9 of this order shall not apply to: 

(a) Any material which a person other than a supplier had in stock on the 
ence allocation date or which was in transit consigned to such person prior to 
that date. 

(b) Any material which a supplier had in stock on the initial allocation date 
‘ which he customarily maintains for his own use, segregated physically and as a 
matter of record from his inventory of material for sale: Provided, however, 
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That prior to the allocation date no supplier shall transfer to his separate con- 
sumer’s inventory more material than would be permissible under NPA Reg. 1. 

Sec. 18. Stockpile items and imports. The provisions of sections 6, 7, and 8 of 
this order shall not 2pply to: 

(a) Deliveries of Appendix A, B, or C material to the General Services Adminis- 
tration for the sole purpose of stockpiling. 

(b) Acceptance of deliveries of Appendix A, B, or C material directly from a 


foreign source. 
SPECIAL PROVISIONS 


Sec. 19. Release of material from allocations control. (a) The provisions of 
sections 6, 7, and 9 of this order shall not apply to any quantities of Appendix 
A, B, or C material specifically released by NPA from allocation control. Such 
release of an aggregate quantity of material will be accomplished on forms 
NPAF-46 or NPAF-47 and will be for general or limited purposes. 

(b) Whenever such released material is delivered or redelivered the seller shall 
notify the purchaser in writing that the material is delivered under this exemp- 
tion. If such material has been released for unlimited purposes the seller shall 
include in such notice to the purchaser the statement that there is no restriction 
on use or redelivery of such material. If, however, release is for a limited 
purpose no person shall deliver and no person shall accept delivery thereof unless 
the purchaser has filed with the seller a statement in the form set forth in section 
7 to the effect that such material will be used or redelivered only for the purpose 
or purposes set forth in such statement. Material acquired on the basis of this 
representation shall not be used except in accordance therewith. 

(c) The requirements of paragraph (b) of this section shall not apply to any 
delivery by a seller to a purchaser during a small order exemption period of a 
total amount which does not exceed one small order exemption quantity as 
defined in the applicable schedule, including quantities delivered pursuant to 
release, exemption and allocation. 

(d) Quantities released under this section may be used or delivered without any 
limitation as to time. Such material may not be delivered or used, however, by 
any person to an extent which would delay his delivery or use of the same kind 
of material pursuant to an allocation authorization issued under this order. 

Sec. 20. Toll agreements. (a) Any person who converts raw materials into any 
Appendix A, B, or C material for the owner of the raw materials under a toll 
agreement may deliver such Appendix A, B, or C material without restriction 
to the owner, or to any third person designated by the owner unless the toll 
processor knows or has reason to believe that the owner has no right pursuant to 
specific authorization or exemption under this order to direct delivery to such 
person. 

(b) The owner of any Appendix A, B, or C material may deliver it for proc- 
essing for him by any other person under a toll agreement only to the extent that 
the owner is authorized to process or use the material himself pursuant to specific 
authorization or exemption under this order. The processor may receive and 
process the material and return it to the owner without restriction unless he knows 
or has reason to believe that the owner is causing the material to be processed 
in violation of the provisions of this order. Unless advised to the contrary in 
writing by the owner, the processor shall assume that material delivered in small 
order quantities is tendered for processing under the owner’s small order exemp- 
tion. The total quantity which any person may process under the small order 
exemption on toll for owners and for his own account must not exceed one small 
order exemption quantity during each small order exemption period. 

Sec. 21. Brokers and sales agents. Application and specific authorization shall 
not be required for the participation by a broker or sales agent when (a) material 
is ordered through a broker or sales agent and is to be delivered by the supplier 
direct to the purchaser, or (b) material is sold by a supplier through an agent who 
submits the buyer’s purchase orders to the supplier for approval. In such cases 
the purchaser shall furnish the broker or sales agent with the necessary applica- 
tion form or certificate and the broker or sales agent shall transmit the form or 
certificate or the necessary information to the supplier. Application for authori- 
zation to deliver shall be made by the supplier as if the order had been placed 
(directly with him. Similarly exempt small orders may be transmitted to the 
— and filled in accordance with section 16 as if placed directly with the 
supplier, 

Src. 22. Full container adjustments. A delivery authorized by NPA under this 
order (not including a delivery under the small order exemption) may be in- 
creased| to the extent necessary to avoid shipping partly filled containers, if a 
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container in the nearest practicable size is used. The person accepting such over- 
shipment shall hold the excess material as an advance shipment on subsequent 
allocations and shall (a) use it only for the purpose authorized for the subsequent 
allocation against which it is charged, or (b) hold it in inventory subject to 
further directions from NPA. 


RECORDS AND REPORTS 


Sec. 23. Records. Each person participating in any transaction covered by this 
order shall retain in his possession for at least two years records of receipts, 
deliveries, inventories, and use, in sufficient detail to permit an audit that deter- 
mines for each transaction that the provisions of this order have been met. This 
does not specify any particular accounting method and does not require alteration 
of the system of records customarily maintained, provided such records supply 
an adequate basis for audit. Records may be retained in the form of microfilm 
or other photographic copies instead of the originals. 

Sec. 24. Audit and inspection. All records required by this order shall be 
made available at the usual place of business where maintained for inspection 
and audit by duly authorized representatives of NPA. 

Sec. 25. Reports. Persons subject to this order shall make such records and 
submit such other reports to NPA as it shall require, subject to the terms of the 
Federal Reports Act of 1942 (Pub. Law 831, 77th Cong., 5 U. S. C. 139-139F). 


GENERAL PROVISIONS 


Sec. 26. Adiustments and exceptions, Any person affected by any provision of 
this order or by any action taken under this order may file a request for adjust- 
ment or exception upon the ground that such provision or action works an undue 
or exceptional hardship upon him not suffered generally by others in the same 
trade or industry, or its enforcement against him would not be in the interests 
of the national defense or in the public interest. In considering requests for 
adjustment which claim that the publie interest is prejudiced by the application 
of any provision of this order, consideration will be given to the requirements of 
the public health and safety, civilian defense, and dislocation of labor and result- 
ing unemployment that would impair the defense program. Each request shali be 
in writing and shall set forth all pertinent facts, the nature of the relief sought 
and the justification therefor. 

Sec. 27. Communications. All communications concerning this order shall be 
addressed to the National Production Authority, Washington 25, D. C., Ref : M—45. 

Sec. 28. Violations. Any person who wilfully violates any provision of this 
order, or furnishes false information or wilfully conceals a material fact or fur 
nishes false information in the course of operation under this order, is guilty of 
a crime and upon Conviction may be punished by fine or imprisonment, or both. In 
addition, administrative action may be taken against any such person to suspend 
his privilege of making or receiving further deliveries of materials or using facili- 
ties under priority or allocation control and to deprive him of further priorities 
assistance. 

Notr: All record-keeping and reporting requirements of this order have been approved 
by the Bureau of the Budget in accordance with the Federal Reports Act of 1942. 
This order shall take effect on March 16, 1951. 
NATIONAL PrRopucTION AUTHORITY, 


[SEAL] MANLY FLEISCHMANN, Administrator. 







APPENDICES A, B, AND C 


Lists of materials subject to this order with outline of allocation requirements. 
These appendices are issued and printed separately. 


APPENDIX D—GENERAL INSTRUCTIONS FOR PREPARATION OF CERTIFIED STATEMENTS 
AND Forms 


CERTIFIED STATEMENT OF PROPOSED USE 


1.Two or more end uses. In the event two or more end uses are involved in a 
single purchase order with which a certified statement of proposed use must be 
filed under this order or the applicable schedule, the amount of the materia! 
required for each such use shall be listed as a separate item. Each item shall bear 
an identifying number so that the supplier may advise the purchaser by purchase 
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order number and item number as to the action taken by NPA on the supplier's 


application for authorization to make delivery. 
2 Notarization. A certified statement of proposed use need not be notarized. 


FORMS NPAF-45, 46, AND 47-—-GENERALLY 


8. Where to obtain copies. Copies of forms NPAI—45, 46, 47 may be obtained 
at local field offices of the Department of Con merce. 

4. Special instructions in schedules. The anplicabie schedule may contain 
special instructions which supplement or modify the tollowing gen ral instruc- 
tions. 

5. Notorization. The certification at the bottom of page 2 of each form need 
not be notarized. 

6. Time of filing. These forms should be filed or mailed in time to reach NPA 
on or before the date specitied in the applicable schedr te. 

7. Allocation period. Specify, in the space provided in the head'ng, the allo- 
cation period for which authorization is songht. If the allocation seri» is not 
one month strike out “month” and substitute the appropriate period throughout 
the form. 

FORM NPAF-45 

8. Form NPAF-—45 is for use in requesting authorization to use or to accept 
delivery from a supplier. Suppliers who desire to consume from their own pro- 
duction, should consult paragraph 18 of these instructions. 

9, Number of copies and where to file. Prepare five copies (a continuation 
sheet for Table I is available). Leave page 2 (Tables II-V inclusive) blank on 
the copy mailed to the supplier and on one copy mailed to NPA, Fill in Tables 
Il, If, IV, and, if required by the applicable schedule, V on the other copies 
mailed to NPA. Sign the certification (bottom of page 2) on the original copy 
only. Send original and two copies (one with page 2 blank) to National Produc- 
tion Authority, Chemical Division, Washington 25, D. C., Reference M-45 Sched- 
ule ——. Retain one complete copy and send one to the supplier, if any (page 
2 blank). 

10. Two or more suppliers or chemicals. File separate sets of applications for 
each supplier, and for each chemical or allied product. 

11. Use from Inventory. Specify “Inventory” as supplier in heading. A com- 
bined application may be made for anthority to accept material from a supplier 
and to use an additional quantity of the material from inventory. In such cases, 
insert in the heading both the name of the supplier and the words “and from 
Inventory”, make a separate entry in Column (2) (Quantity Requested) of the 
amount requested from inventory, and insert in Column (6) (Remarks) the 
words, “From Inventory.” 

12. Columns (1) through (4). Consult the applicable schedule for special 
instructions. Each primary product to be made from the material and product 
end use must be listed separately in Columns (3) and (4). For classification of 
primary products, product end uses, and grades consult the applicable schedule. 
Quantities requested for each end use should be those required for actual oper- 
ation during the allocation period. 

In the case of material listed as “inventory” in Column (3) write into Column 
(4), “subject to further authorization.” 

In the case of material listed for “resale” in Column (3), write in Column (4) 
“upon further authorization” or “for exempt small orders.” Suppliers who 
resell in both large and small quantities should insert in Column (4) “upon fur- 
ther authorization” for the total quantity ordered, and may apply on forms 
NPAF-46 or 47 for authorization to deliver an aggregate quantity for small 
orders. 

In the case of material for export, write “export” in Column (3) and specify 
in Column (4), the name of the person to whom, or for whose account, the 
material will be exported, the country of destination, and the export license 
number, if any. 

In Column (4), in addition to end use, show DO rating and government con- 
tract number, if any. 

13. Column (5). Leave blank. 

14. Tables 11, TIT, and IV. Fill in as indicated except as otherwise provided 
in the applicable schedule. In Columns (10) and (14), report entire physical 
inventory, whether or not subject to unexpired authorization or exemption on the 
dates specified. 

15. Table V. Fill in only when and as required by the applicable schedule. 
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FORMS NPAF-46 AND 47 


16. Form NPAF-46 is for use by suppliers in applying for authorization to 
deliver any Appendix A material. 

17. Form NPAF-—¥47 is for use by suppliers in applying for authorization to 
deliver any Appendix B or C material. 

18. Suppliers who consume, With respect to material which he produces and 
which he desires to use himself, a supplier should list his own name as a Ccus- 
tomer on the appropriate form (Form NPAF-46 for authorization to use any 
Appendix A material and form NPAF-—47 for authorization to use any Appendix 
B or C material) and, when required by the applicable schedule, should also make 
application on form NPAF-45 for authorization to use any Appendix A or B 
material. In such cases where a report or inventory is required by the form, the 
supplier should list only his consumption inventory as distinguished from sales 
inventory. 

19. Number of Copies and where to file. Unless otherwise provided in the appli- 
cable schedule, prepare four copies. Sign the certification (bottom of page 2) on 
the original copy only. Send the original and two copies to the National Pro- 
duction Authority, Chemical Division, Washington 25, D. C., Ref: NPA Order 
M-45 Schedule ______-___-__, and retain one copy. 

20. Number of sets. File a separate set of forms for each separately located 
plant or distributing point unless otherwise expressly provided by the appli- 
cable schedule. 

21. Columns (7) of NPAF-46 and (6) of NPAF-47. Leave blank. 

22. Table I. Fill in as indicated on form NPAF-—46 listing customers alphabet- 
ically, as far as practicable. On form NPAF-—47 group customers according to 
end use and list alphabetically within each group, as far as practicable. List 
each person who has furnished the applicant supplier with either a copy of that 
person’s form NPAF—45 or a certified purchase order calling for delivery in the 
requested allocation period. 

In Column (8) of form NPAF—46 and in Column (2) of form NPAF~7 show 
DO rating and government contract number, if any. 

An aggregate quantity may be requested for exempt small orders without list- 
ing individual customer’s names. In the case of Appendix C materials specify 
“NPAF—45” without further use description in Column (2) of Form NPAF-47 
opposite the names of customers who have filed copies of form NPAF—45 with the 
applicant supplier. 

23. Table IJ. Fill in as indicated. In Columns (11) and (14) of NPAF-46 
and in Columns (10) and (13) of NPAF-47 report entire physical inventory 
whether or not subject to unexpired authorization or, exemption on the dates 
specified. In Column (17) of NPAF—46 and (16) of NPAF-417, specify a quantity 
no greater than what is estimated will be available for allocation during the re- 
quested allocation period, taking into account undelivered balances on unexpired 
prior authorizations, 

24. Table I1J. Fill in only when and as required by the applicable schedule. 


Mr. Harris. Do you have any further comments to make? 

Mr. McMc ten. No further comments. 

Mr. Dotuiver. Mr. McMullen, what is your background? Are you 
a chemical engineer ¢ 

Mr. McMutzen. I am not a chemical engineer. I have had 12 years 
with the chemical industry in an executive sales capacity. 

Mr. Dotutver. Are you a chemist ? 

Mr. McMvtuen. Not a chemist by profession, only by experience. 

Mr. Do.uiver. So your experience before you went with the Na- 
tional Production Authority was more in the executive end of the 
chemical industry ? 

Mr. McMuttien. Yes, sir. 

Mr. Dotutver. Now, yesterday I think Mr. Wolverton asked ques- 
tions of your associate, Mr. Mullin, who is the legal representative 
of the National Production Authority, regarding the legality or basis 
legally for the order which allocated sulfuric acid in these 11 far 
Western States. He said he would furnish a brief to the committee 
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on that subject, as I recall it. Now I would like to ask you as to the 
reasoning behind that allocation from the standpoint of distribution. 

Mr. McMutteNn. Do you mean the reasoning behind our allocation 
procedure in which we set it up for the 11 far Western States only? 

Mr. Dotttver. That is right, related to the full picture, if you care 
to. I just want to know what is behind it. 

Mr. McMutren. Insofar as the full picture is concerned, we feel 
that there is not adequate statistical data available concerning the 
quantitative uses of witate acid for various end purposes. We have 
such data, of course, for the petroleum industry, agriculture, iron, and 
steel, and so forth, but we have broken usage down in this order into 
a great many end uses, some 40 end uses, as a matter of fact. We 
feel that is the first step to be taken in determining exactly where 
sulfuric acid must go in order to maintain an adequate defense pro- 
gram and where possibly some curtailment can be made. 

Actually, as I said in the statement, each of these end uses has 
varying orders of essentiality. Aluminum sulfate is the first one on 
the list alphabetically. Aluminum sulfate has usage in military ex- 
plosives. Aluminum sulfate is used to purify public-water supplies. 
Those obviously are quite important uses. 

Aluminum sulfate is used extensively in the paper industry. 

Within that area there are high orders of essentiality and probably 
some lower orders of essentiality. Aluminum sulfate is used to make 
ornamental statues, which would probably fall in the classification of 
low essentiality. 

So we cannot attempt to get down immediately and refine each one 
of these end uses. We must first find, out of the major end uses, how 
much sulfurie acid is used for each one and at a later date refine, with 
the help of the various claimant agencies, exactly what portion of 
that product or that end use is for defense use and related purposes. 

Now that relates to the whole theory of sulfuric acid allocation. 

With respect to the 11 far Western States, in March of this year, 
we had a number of telegrams, letters, and telephone calls from con- 
sumers of sulfuric acid in various industries located in the 11 States 
about which we are talking, stating that they were completely cut off 
from their acid supplies by reason of the fact that the production of 
one of the larger plants had been preempted by DO orders. 

Mr. Dotitver. That was one of these 11 Western States? 

Mr. McMututen. Yes; that was in California, sir. 

Obviously we had to do something. We could not just let these 
plants go down completely. They had quite a bit of essentiality. 
They produced petroleum catalysts and they produced fertilizers and 
various other products. We thought it was necessary to take some 
action. We took action. We supplied additional sulfur out there 
and produced additional sulfuric acid which helped the situation to 
some extent and we issued directives directing certain companies to 
supply these particular affected consumers. 

Mr. Dotraiver. Were those companies who were so directed located 
in the 11 Western States? 

Mr. McMutien. They were located in the 11 Western States also. 
However, we did not have a complete picture. When we issued a 
directive in favor of one of those affected consumers, we were not sure 
of what the effect was to other consumers because obviously when you 
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issue a directive in favor of one man, you must take acid away from 


somebody else. 

We felt, therefore, that since this was an area that had shown itself 
immediately, the best thing to do was to get the complete picture in 
those 11 Western States, and we were able to do that because the 

western area, cut off as it is by the Rocky Mountains and Plains, is 
in itself self-sufficient with respect to sulfuric acid. I mean by that 
that very little, if any, sulfuric acid is shipped from that area to the 
East and very little sulfuric acid is shipped from the East to that 
area, So it was a natural cut-off point. 

Mr. Dotuiver. Your order has not only accentuated that natura! 
cut-off, but it has made a real cut-off, has it not ? 

Mr. McMutien. Not necessarily. 

Mr. Dotuiver. Do I not understand that this 11-State area is set 
up where they cannot ship any out of there or any in there? 

Mr. McMutten. They could ship it out but they would have to re- 
quest permission to do so. 

Mr. Dotuiver. It is substantially that then? 

This 11-State area, you say, is self-sufficient and anybody in that 
area that needs sulfuric acid by your order cannot go outside the area 
to buy it; is that the truth? 

Mr. McMc ten. He can go outside that area to buy it, but he would 
have to have NPA authorization to use it. 

Mr. Dotuiver. Without your permission ? 

Mr. McMutten. Yes, sir. 

Mr. Dotuiver. That is one question on which we have not been able 
to get any very accurate information with respect to sulfuric acid and 
perhaps you are the man who can give it to us, Mr. McMullen. That 
is with respect to the use and reuse of sulfuric acid. I am sure that 
users of this very important chemical do not use it once and throw it 
down the drain, but use it more than once if they can process it. Is 
there any information you have as to whether this spent acid is used 
over and over again ? 

For instance, that which comes from refineries, making fertilizers 
or is in the “pickling” in the steel industry and so on. 

Maybe that is not the right term in the steel industry, but you get 
what I mean. Is there any information which you have or which 
vou can get on the subject ? 

Mr. McMutten. Statistics that have been presented in the past 
have never in my opinion shown the spent acid picture. They have 
always taken the total sulfuric acid production figure and broken 
that down to show use in segments of the economy in which it original- 
ly was used. Our assembly of statistics has brought out some inter- 
esting facts in that regard. 

For example, in the 11 Western States where we have a kind of 
proving ground, if you will, 25 percent of the acid made available 
is spent acid, is recovered. It has had one use and it has been given 
another, after recovery from the original use. 

Mr. Dotitver. Would you give an example of that ? 

Mr. McMutten. Yes, sir. In the manufacture of synthetic de- 
tergents a very large percentage of the actual acid in-put is re 
covered and reused for the manufacture of fertilizers such as super- 
phosphate and ammonium sulfate. Petroleum acid, used for refining 
petroleum, has been recovered in the West and is being used for the 
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production of fertilizers. There are other uses for such spent acid 
also, but this is the major usage out there. 

Mr. Dotiiver. Can you obtain figures as to the reuse of sulfuric 
acid ¢ 

Mr. McMovtten. I can, sir, and by the assembly of the data we are 
now getting, we will have a very accurate picture of that. We will 
have a picture of the total in-put of sulfuric acid for various end uses 
throughout the Nation. I would say that would be at least 95 percent 
of the total usage. We will have a picture of exactly how much 
sulfuric acid was recovered from those operations and exactly what 
disposition was made of that acid, covering probably 90 percent of 
the total. We do not have the figures as yet. 

Mr. Dottiver. When do you think you could have them? 

Mr. McMu ten. I am afraid it will be 2 months before we have 
the complete picture. 

Mr. Dotiiver. Mr. Chairman, when that material is available, may 
it be received ? 

Mr. Beckwortn. It may be received. 

(Information above referred to, when submitted, will be placed in 
the committee files. 

Mr. Harris. Mr. McMullen, you have not had the information 
regarding the sulfuric acid available in the United States so that you 
ure not yet in a position to determine relative essentiality for sulfuric 
acid? 

Mr. McMctten. That is correct, we do not know in which direction 
that determination will be made at this time. 

Mr. Harris. Do you anticipate some decision will most likely be 
made in that? 

Mr. McMutten. Yes; I would anticipate some decision must be 
made in that direction. 

Mr. Harris. And if it is not made and action taken, what would 
be the result ? 

Mr. McMutten. The result would be the production of what we 
might call civilian articles of relatively nonessential nature in large 
quantities and the production of an insufficient quantity of defense 
materials, 

Mr. Harris. Have you come to any definite decision at NPA as to 
what is essentially defense and what is not? 

Mr. McMutxen. No, sir; we have not refined it to that point as yet, 
at least in my particular section of the chemicals division. 

Mr. Harris. Probably on those products which are obviously.a part ? 

Mr. McMoutten. Military explosives, for example, we know right 
off the bat. In the illustration I gave you of aluminum sulfate, it 
requires some refining before we will know. 

Mr. Harris. There is maybe a big field there where it might be 
difficult to determine what is essential to national defense and what is 
nonessential ; is that true? 

Mr. McMvuen. That is true: yes, sir. 

Mr. Harris. How extensive would you say that is? 

Mr. McMuuien. I hesitate to make a quantitative estimate as to 
what the area is. 

Mr. Harris. It is pure speculation, although very important ? 

Mr. McMutien. Very important. 
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Mr. Harrrs. Should you establish such essentiality for national 
defense, then is it anticipated it will be somewhat on the basis, general! y 
speaking, of your allocation of steel, for example? 

Mr. McMu ten. Yes; I think it must follow that same principle. 

Mr. Harris. In other words, like the fertilizer industry, the refining 
industry or some such industries, in one way or the other in our whole 
productive program, that would have a bearing on the defense 
program ? 

Mr. McMutten.. I feel that no decision like that will be made by 
any one man or any one division. It will be made by a cooperative 
effort and by the coordination of my division, my unit, with the various 
claimant agencies to arrive at the best agreement that we can for the 
over-all effort. 

Mr. Harris. Each productive industry, whether it is in the field of 
a particular product or not, then would get an allocation in accordance 
with its contribution to the national defense program ¢ 

Mr. McMutten. That is the way I see it, sir. 

Mr. Harris. That is all. Thank you, sir. 

Mr. Beckwortn. Mr. McMullen, you do not know of any request 
for additional sulfur or chemicals for new newsprint mills of any 
sn ae there is likely to be an impact on the general supply very 
soon ? 

Mr. McMctten. Only for military explosives. To a large extent 
military explosives is one of those industries which can recover sul- 
furic acid. They need a particular high-strength grade of acid but 
they can recover usable acid from it to a very large extent. 

Mr. Beckwortn. This being a special subcommittee, it is primarily 
interested in the supply of newsprint at this time. Would either you 
or Mr. Wood or Mr. Heller give a percentage estimate as to how short 
you feel sulfur or sulfur derivatives for newsprint might be, say, in 
the next year? Could you give a percentage estimate? 

Mr. McMutten. I am afraid I cannot answer that. 

Mr. Becxworrn. How about you, Mr. Heller? 

Mr. H. H. Hetier. My best guess is that if the demand for news- 
print continues, we would be short about 10 percent within the next 
year or year and a half on long-fiber pulp to produce that and the 
ratio of sulfur to that pulp would be as given before. 

It would not amount to much sulfur, but it would be critical. It 
simply would be impossible without it. 

Mr. Beckworrn. Thank you very much. 

Mr. McMutzen. Thank you, Mr. Chairman. 

Mr. Becxworrn. The committee stands adjourned subject to the 
eall of the Chair. 

(Thereupon, at 4 p. m., the hearing was recessed to the call of the 
Chair.) 
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TUESDAY, JUNE 19, 1951 


Hovse or RepreseNTATIVES, 
SpreclaL SUBCOMMITTEE OF THE COMMITTEE ON 
INTERSTATE AND Foreign CoMMERCE, 
Washington, D.C. 


The special subcommittee met, pursuant to call, at 10 a. m., in room 
1334, New House Office Building, Hon. Lindley Beckworth (chairman 
of the special subcommittee) presiding. 

Present: Representatives Beckworth, Harris, Heller, Wolverton, 
and Dolliver. 

Mr. Becxwortu. The subcommittee will be in order. 

We are glad to have with us this morning, Mr. Ticoulat, who is the 
former director of the Pulp, Paper, and Board Division, now Deputy 
Assistant Administrator, Chemical Rubber and Forest Products 
Bureau of National Production Authority. 

You may proceed, Mr. Ticoulat. 


STATEMENT OF G. J. TICOULAT, DEPUTY ASSISTANT ADMINISTRA- 
TOR, CHEMICAL RUBBER AND FOREST PRODUCTS BUREAU, 
NATIONAL PRODUCTION AUTHORITY, WASHINGTON, D. C. 


Mr. Ticounat. Thank you, Mr. Congressman. 

I have made a few notes here covering some of the important as- 
pects of the news print situation. If you care to have me do so, I will 
read them, and then I will be glad to endeavor to answer any questions. 

First, on the sulfur situation, and Mr. Heller testified on the tech- 
nical aspects of sulfur and may have even covered some of the points 
that am making here. 

The sulfur shortage is still serious, but recently sulfur has been 
allocated and the paper industry in the United States is now per- 
mitted to use at the rate of 100 percent of average 1950 use. Gen- 
erally the paper industry has been able to effect conservation measures 
in the use of sulfur so that the industry is using approximately 90 
percent as much sulfur per ton of pulp produced as was used last year. 
Theoretically, therefore, a pulp mill could produce about 10 percent 
more pulp than was produced last year, with the same amount of 
sulfur. In some cases, mills have been able to step up production in 
excess of 10 percent, and unless such mills are permitted to use in 
excess of 100 percent of last year’s use, they will not be able to main- 
tain the present rate of production. For the month of June, such 
mills, on request, have been permitted to use in excess of 100 percent 
to maintain present rate of production. No decision has as yet been 
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made for July and later, but the Pulp and Paper Division is now 
negotiating with the Chemical Division in an endeavor to obtain sufli- 
cient sulfur to maintain the present rate of production. 

Offhand, with a rather complete survey, it appears as though the 
pulp and paper industry in the United States would require for the 
last 6 months of this year an additional 7,000 or 8,000 tons of sulfur 
in order to maintain the present rate of production. The annual use 
last year, which is the fon of allocation, was 435,000 tons, and 
for the last 6 months, therefore, they will be permitted to use at the 
rate of 217,500 tons. An additional 7,000 or 8,000 tons should keep 
the industry going at the present rate of production. We hope that 
we can obtain that, but up to this moment, we haven’t reveived too 
much encouragement. 

Certain paper mills individually and in groups have been planning 
on building plants to produce a new additional supply of sulfur by 
various means available, burning of pyrites, reclaiming of sour gases 
from oil refineries, and fumes from smelting plants; and some of 
them are prepared to proceed immediately, notwithstanding the high 
cost of such sulfur, providing they get certificates of necessity with 
accelerated amortization; they obtain priority assistance enabling 
them to obtain the necessary material—and there does not seem to be 
any particular objection to the first two of those. But the third is 
particularly important: That they be permitted to use any part of 
this new supply of captive sulfur that they require to maintain full 
production; and any amount over and above their own requirements 
to be offered as part of the over-all allocation pool, thereby increasing 
the supply to others. 

Up to this moment, there is fear that permitting any industry, 
paper, steel, or otherwise, to produce a captive supply of sulfur and to 
retain that for their own use, might establish a very dangerous prece- 
dent; and yet, unless something of that kind is done, there will be no 
incentive for industry to produce and to spend the money necessary to 
produce this high-cost sulfur. I am hopeful that something will be 
done on that, and the matter is now being considered. 

Before I go on to the next page, if there are any questions on sul- 
fur that I might answer, I would be glad to endeavor to do so. 

Mr. Dotutver. I notice at the bottom of page 1 of your statement, 
you have the statement, “This is now being considered.” 

Mr. Ticoutar. That is in NPA, 

Mr. Doturver. I was wondering by whom it was being considered, 
and is it the National Production Authority ? 

Mr. Trcoutat. Yes, and it has been presented right to the heads of 
the NPA. 

Mr. Dotutver. By a supply of captive sulfur, you mean that a news 
print company would go into the business of supplying its own 
sulfur ? 

Mr. Ticoutar. Or such portion as is required over and above their 
allocation. 

Mr. Dotiiver. Would they do that by means of conservation meas- 
ures in the industry itself? 

Mr. Ticou.at. Well, they have conserved, I believe now to the full- 
est possible extent. What they would do would be to produce and 
create a new supply of sulfur by setting up the necessary plant to 





a ey 








ee et ee 



















how 


ufli- 


the 
the 
fur 
use 
and 
the 
eep 
hat 


too 


ing 

by 
ses 

of 
igh 
it h 
ing 
be 
| is 

of 
‘ull 
nts 
ne 


ry, 
to 
ce- 
no 

to 


be 
ul- 
So. 
nt, 
“il, 


of 


ws 
vn 


ir 


Lo 








PDO Ay ind NLR SMM 





i a Sia le 


a rea 


Meee ae Sc 


rae. 


~ 


NEWSPRINT INVESTIGATION 195 


reclaim sulfur at oil refineries, smelting plants, or by burning of py- 
rites. 

Mr. Beckwortn. Mr. Ticoulat, if it is satisfactory, I think that we 
will let you finish your entire statement, and then the submittee will 
reserve the right to ask you questions about any part of it that it de- 
sires, I think that would be conducive to getting through earlier. 

Mr. Ticoutar. Then I have a statement showing the United States 
consumption of newsprint in 1950, together with sources of supply, 
and these figures were quoted, or some of these figures were quoted in 
my report to your committee on February 7. This statement, how- 
ever, also shows estimates for 1951 based on the best information 
available at this time. 

The third line shows the actual production, and we have taken the 
actual figures for the first 4 months, the actual consumption and sup- 
ply, and multiplied it by three to get an annual figure. 

Then in the fourth line, we have taken the latest estimate of con- 
sumption as given to us by the Printing and Publishing Division; and 
we have taken the estimate of supply from Canada and imports from 
Europe as given by Mr. R. M. Fowler of the Canadian pulp and paper 
industry ; and we ete taken as a United States supply the actual rate 
of production during the first 4 months of this year, and have assumed 
that that rate of production can be maintained—and I believe it can, 
if we get sufficient sulfur. 

If you take the first of the last two premises, the actual supply of 
the first 4 months and actual consumption, we wind up with an over- 
supply or a supply in excess of actual consumption of some 60,000 
tons on an annual basis. 

If we take the latter set of figures, and they appear to be more 
realistic, we wind up with consumption estimated at 5,942,000 tons, 
a total supply of 6,049,000 tons, or an excess of supply over consump- 
tion of 107,000 tons on an annual basis. These figures, however, are 
based upon acceptance of Mr. Fowler’s statement as to supply from 
Canada, and based upon maintaining present rate of production in 
the United States. 

(The statement referred to is as follows :) 





PRODUCTION AND CONSUMPTION 


Following is statement showing United States consumption of newsprint in 
1950 together with sources of supply as quoted in my report to this committee on 
February 7, also estimates for 1951 based on best information available at that 


























time. Below these figures are the actual for the first 4 months multiplied by 
three to give a year’s figure. 
Consump-| Imports, | Imports, | _ Total enpoly Total 
tion Canada Europe imports States supply 
Se ep eee ese 5, 900, 000 4, 710, 000 170, 000 4, 880, 000 980, 000 5, 860, 000 
I, Wn 6, 050, 000 4, 775, 000 150, 000 4, 925, 000 995, 000 5, 220, 000 
Actual first 4 months X3_____. 5, 835, 000 4, 641, 000 180,000 | 4,821,000 | 1,074,000} 5,895, 000 
Estimate, see below_.._...._.. 1 §, 942,000 | 2 4,775, 000 | 2 200, 000 4, 975, 000 | * 1,074, 000 6, 049, 000 








' Estimate Printing and Publishing Divisimn May 10. 
?xR. M. Fowler speech May 2, 1951. 
* First 4 months rate of supply. 


On the basis of average of first 4 months, supply would exceed consumption by 
60,000 tons. 
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On the basis of Printing and Publishing estimate of consumption and R. M. 
Fowler estimate of Canadian and Buropean supply, supply would exceed con- 
sumption by 107,000 tons. 

Mr. Ticoutat. Now, on the question of IMC, I am the American 
representative of the Pulp and Paper Committee of IMC. 

Mr. Wotverron. Just state for the record what those letters mean. 

Mr. Ticoutat. International Materials Conference. 

The figures I have just read do not take into consideration possible 
decrease in production and supply if unable to obtain sufficient sulfur, 
logs, or labor. Neither do they take into consideration the effect on 
United States supply if we should be called upon to supply any sub- 
stantial amount of newsprint to friendly countries of the world. 

This question, together with the question of pulp, has been a matter 
which has been given considerable study by the Pulp and Paper Com- 
mittee of the International Materials Conference, which is composed 
of the larger producing and larger consuming countries, but com- 
mitted to giving consideration to the pulp and paper problems of all 
friendly countries. 

From the time of organization it became apparent that newsprint 
was the most critical problem, and the committee set out to make a 
study of production, supply, and requirements. It early became 
apparent that requirement figures were distorted by reason of the 
price situation, with United States and Canadians around $106 and 
prices in foreign countries $200 to $350 and higher, and it become nec- 
essary to find some means of determining what proportion of the 
demand was due to a desire to buy at a cheaper price and what pro- 
portion was due to actual shortage. 

A questionnaire was sent out to all friendly countries for informa- 
tion as to pre-World War IT use, and actual use 1948-1949-1950, and 
estimate of requirements for 1951 and 1952, together with source of 
supply and purchasing commitments already made for this year. The 
countries whose requirements appeared to be particularly urgent were 
asked for the information by wire. 

France’s needs, with an inventory of only 3 days, particularly with 
elections coming on, was considered to be pasticalent urgent, and an 
immediate allocation of 3,000 tons was made, to be taken into consid- 
eration when final figures are in for all countries and any additional 
allocations made. 

The urgent needs of some 8 or 10 countries are now under considera 
tion, and will probably be acted on this afternoon. There is a meeting 
this afternoon of the Pulp and Paper Committee of the International 
Materials Conference. The total of these will probably amount to 
10,000 tons. 

We expect all questionnaires to be in our hands early in July, when 
all requirements will be considered. It is difficult to say accurately 
what the total world shortage will amount to, but it is the considered 
judgment of those of us who have studied the problem that the total 
might be 200,000 to 300,000 tons, but that essential needs can be taken 
care of with an allocation of about 120,000 tons for the first year, 
which is about 2 percent of the United States consumption. It is 
planned that Canada and the United States will supply any such 
allocation in proportion to the respective production of each country, 
about 5 to 1. 
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The members of the Committee are: Australia, Austria, Belgium, 
Brazil, Canada, France, Federal Republic of Germany, Italy, Nether- 
lands, Norway, Sweden, United Kingdom, United States; and Japan 
will be voted on as a possible member at this afternoon’s meeting. 

The date of the first meeting was April 30 of this year. ; 

Another problem facing the industry is the problem of equipment. 
This is divided into two categories: Maintenance and repair parts, 
and replacement of equipment to keep present mills running full. 
Thus far this has been accomplished, although certain equipment, 
such as tracks and blades for tractors—requiring eet a stainless 
steel have recently been giving us some problems, and unless these re- 
quirements are taken care of, there may be come curtailment. 

The repair situation, as far as tractors and tracks and blades—and 
tractors are necessary to obtain the logs to produce the pulp—is very 
serious at this time, and so serious, in fact, that already much of the 
tractor equipment is idle to the point where, if something is not done 
immediately, there will probably be a decreased supply of timber or 
logs, and a decreased supply of logs will affect the production of 
paper. 

As to new construction, up to this time no one has asked for priority 
assistance to construct a new newsprint mill in the United States. 
If such a request is made, and the project is a sound one, I believe ev- 
ery possible assistance would be given. In one case of a new news- 
print an in Canada, procurement assistance was asked for and 
granted. 
~ In the course of the last week or 10 days, we have been informed 
by representatives of the Bowater Paper Co. and the West Tacoma 
Newsprint Co. that they propose putting in requests for certificates 
of necessity to produce newsprint. 

Mr. Beckwortu. What was the last company ? 

Mr. Ticoutat. The West Tacoma Newsprint Co. It is a newsprint- 
producting mill in Tacoma, and they have one machine, and their 
plan is to put in another machine. 

Mr. Becxwortn. Tacoma, Wash. ? 

Mr. Ticou.at. That is right. 

Mr. BeckwortH. Owned by United States interests altogether ? 

Mr. Trcoutat. Owned by United States interests, and I believe a 
captive mill owned by a group of publishers in that area. 

As yet, their certificate has not been received, or their request; but 
if it should be received, it should be acted upon promptly, and every 
encouragement and help should be given them to proceed. 

Neither of them have as yet sent in their certificate, or at least it 
has not come to Pulp and Paper Division. 

There is another problem facing us that affects newsprint indirectly 
and affects the pulp and paper industry quite seriously, that I believe 
should be called to your atention. I can best cover it by quoting from 
a letter I wrote to Mr. Tom Nichols, Deputy Administrator of NPA, 
on June 7, and I quote: 

On April 18 I wrote you [copy attached] with reference to a serious problem 
created by reason of the fact that the Scandinavians had raised prices of pulp 
to an exorbitant figure, so that one of the following things had to be done: 

(1) Either price relief would have to be given paper manufacturers using 
— pulp, creating a serious inflationary condition, inequities, and distortion 
ot price; or 
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(2) Do nothing about price relief, in which case certain mills would be forced 
to curtail or shut down during the period of shortage; and because the mills 
affected would be those in the category of smaller paper mills, someone would 
have to explain why mills were forced to curtail or shut down; or 

(3) Work out a joint program between NPA and OPS to combat the situation 


Such a plan has been worked out with OPS and NPA—and I quote: 


The Pulp, Paper, and Paperboard Division is now ready to issue an order 
which (a) restricts the inventories of purchasers of market pulp, and (0) limits 
the use of pulp to 95 percent of last year’s usage, which is generally about sj 
percent of the present rate of use— 

And, incidentally, this does not affect newsprint, because newsprint 
mills are not purchasers of pulp; they are integrated. 

Mr. Dotutver. What is that? 

Mr. Ticoutar. They are integrated; they produce their own pulp. 

[ Continuing :] 
and (c) obligates integrated mills, those mills which produce pulp for their 
own production, to produce and sell into the United States market 3 percent of 
their total production of pulp. 
At this point, the newsprint mills would be affected in that they would 
be called upon to supply 3 percent of their pulp to the market, but in 
a rather hurried check we find that each of those mills has a capacity 
to do so without affecting their newsprint production. 

Generally, the integrated mills have excess capacity, so that the 
effect of such a program is to create an additional supply of about 
350,000 tons of pulp. We have obtained assurance in writing from 
Canada that they would make no further increase in their pulp prices 
without conversations with us. 

OPS is about to issue an order establishing specific prices on United 
States pulp sold in the United States market, to roll back Swedish 
prices, which will probably have the effect of curtailing that supply. 
Even before the order has been issued we have been approached by 
members of the Swedish Embassy and Swedish industry, as well as 
Norwegian industry and Finnish industry, with reference to this 
order. Representatives from Sweden proposed to us that they would 
make a slight reduction in their price, including a reduction in their 
export tax, providing we would withhold issuing of the order. This 
we informed them we would not do; that the order was being prepare: 
and would go out, and, naturally, if the Scandinavian pulp mills began 
offering pulp at prices the American mills could afford to pay, there 
would-be no need then for a continuance of the order. 

Insofar as T know, this is the first time a joint program has been worked 
out between OPS and NPA, to combat an inflationary problem created from 
foreign sources, and to maintain production in this country without inequities. 

In addition to the beneficial effects in this country, the result will probably 
be to take care of shortages that exist in foreign countries, particularly Europe, 
and by reason of the necessity for diverting a large part of the Scandinavian 
production to Europe in order to sell it, they will probably break their own 
market price in those countries, which will relieve the inflationary pressures 
existing in these foreign countries, and incidentally relieve the pressure for 
shipments of pulp from this country to Europe, because the supply will have 
been created by diversion of the Scandinavian pulp. 

The success of this program, which I believe is so important, not only to the 
pulp and paper industry but to stabilization of prices generally, and even to 
convincing some of our foreign friends that we can take joint action here to 
protect ourselves, makes it extremely necessary that the pulp production of 
this country be maintained at peak levels. Inability to do so would result is 
failure of the program. 
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And so, it is particularly necessary that sufficient sulfur be supplied to the 
pulp and paper industry to maintain maximum rate of production. 

A few days ago I was asked by the OPS for my opinion as to what 
might happen if it should be decided to roll back the Canadian price 
of newsprint. I gave them a memorandum outlining my opinion as 
to what might happen, without recommendation, because it is not a 
function of NPA: 

Confirming our conversation with reference to possible curtailment of supply 
of Canadian newsprint to the United States in the event of a roll-back: 

From the best estimates available in this agency, it would appear as though 


foreign countries could consume an additional amount of up to 300,000 tons of 
newsprint if it Were available. However it must also be realized 


Mr. Beckwortn. That is an annual figure? 

Mr. Ticounat. Yes; an annual figure. 

However, it must also be realized that because of the extreme high 
price of newsprint in all countries of the world, other than the North 
American Continent, it could well be that other consumers might be 
inclined to stock up if it were freely available, and this might well 
increase the demand for it next year until they had built up inventories. 
Three hundred thousand tons is approximately 5 percent of the United 
States consumption, but if, because of a roll-back, the Canadian mills 
decided they would offer a part of their production elsewhere, it could 
well be that certain Canadian mills would continue to supply their 
American purchasers with their full requirements, where others might 
decide to divert all or a substantial part of their production to the 
more profitable outside markets. This could cause a very serious 
distortion in the distribution, with some purchasers getting their full 
supply and others being shut off completely. 

Of course, I have no knowledge as to just what action the Canadians might 


take in the event of a roll-back, but certainly the above should be considered. 
I will be very glad to discuss this matter further with anyone in OPS. 


The next day I made this additional comment : 


In addition to the points brought out in conversation yesterday on newsprint, 
you must not overlook the fact that there is consumed about 314 million tons of 
newsprint outside of the United States, and most of this is being sold at ridicu- 
lously high prices, so that—and most of this is being sold at ridiculously high 
prices, so that a roll-back of Canadian prices might result in the Canadians being 
able to sell more than the 200,000 or 300,000 tons which appears to be the inter- 
national shortage. 

At some point, of course, if they tried to sell too much, they would break the 
foreign newsprint price, but it seems likely they might sell as much as 590,000 
tons or perhaps more, at prices considerably higher than the United States 
price. Foreign prices vary from $200 to $350 a ton. 

And so, it is a serious problem for OPS, and one worthy of considerable con- 
sideration before they make their final decision. 

Mr. Beckwortn. Particularly, would it be a rough situation if 
some mill that supplied several users in this country just decided to 
withhold all of its supply to those users ? 

Mr. Ticounat. That is right. 

Mr. Becxwortn. And then the users would be faced with what we 
all have seen from time to time in the past, of going out and finding a 
hew source of supply, which has been at times almost impossible in the 
past. I know in some instances, very small users of paper, because they 
have felt they have not received as fair treatment as they should from 
their sources, have sought new sources, almost without any possibility 
of finding the new sources. 
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It would be particularly rough on them, as you suggest, those who 
had to find total new sources of supply, would it not? 

Mr. Ticoutar. It would be practically impossible for them to do so, 
and might require or necessitate allocation of newsprint, which we 
hope to be able to avoid. 

Mr. Becxwortu. I wanted to ask you one question in connection 
with the statement you made on your page 5, about new construction. 

In the event there should be new construction approved in this coun- 
try, what kind of limitations would you place on that which woul 
occur with the product finally produced? For example, I could en- 
vision perhaps a plant being established in a given section of the coun- 
try, and getting our Government’s efforts and advantages because of 
the imperative need, and again, because of the price of newsprint in 
other sections of the world that you referred to, perhaps shipping out 
a good percentage of what they produce and real tabs heavy profits on 
it, at a time when we need the newsprint in this country. hat kind 
of protection might be afforded United States users in an instance like 
that, if new units or new mills are constructed ? 

Mr. Ticovutat. Possibly consideration should be given to doing what 
we are doing as a part of this pulp program, and that is, establishing 
of export quotas prohibiting the shipment of more than a certain 
amount of pulp overseas; and the same controls might be put on news- 

rint. 

As of the present time, there is very little newsprint exported from 
the United States. 

Mr. Dottiver. I just wanted to ask, as to export quotas, would that 
apply to the United States and Canada as well, or just the United 
States ? 

Mr. Ticoutat. We would not have any means of controlling from 
here the exports of Canada. They are exporting freely, and from thie 
fact that their production has increased this year by their own records. 
but their shipments to the United States seem to be at about the level! 
of last year, it appears that they are exporting all of their excess or 
increased production. 

Mr. Becxworru. Mr. Ticoulat, do you think at a time like this, in 
the event a new plant is built in this country, that there would be 
much justification for exporting part of its production ? 

Mr. Trcoutar. I do not think that there would be any justification 
at all, Mr. Congressman, although we might argue this: If we are 
going to allocate newsprint for export through IMC, I suppose we 
could not argue too strongly that a part of that production shoul: 
not be exported, but that newsprint is being sold at American prices, 
so that there would be no price incentive. 

Mr. Beckwortu. What I have in mind is, if we give incentives to 
those who might be interested in constructing mills, we certainly ouglit 
to undertake in a time like this, when there seems to be a possible 
shortage of newsprint, to protect our own users to the extent that their 
needs would warrant protection. 

Mr. Ticoutat. That question is undoubtedly coming up, if the 
Bowater Paper Co. asks for a certificate. The Bowater Paper Co. is 
a British company producing newsprint in England and in Canada, 
a very large and well-financed company, that I suppose will not require 
any financial assistance. They are proposing to put in a newsprint 

mill in the South. I have not seen the certificates, so I do not know 
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what their plans of sale are, but it might well be that they would want 
to export part of their production. That is a matter that certainly 
should be given consideration at that time. 

Mr. Beckxwortu. Of course, in my statements, I do not refer to 
any particular noeseeny I am just talking about a general policy, 
it seems to me, which would take into consideration very seriously the 
needs of American people at this time, and particularly in view of the 
shaky situation of the international supply as it is occasioned by the 
differences of opinion in price matters and the differences of price. 

Mr. Ticoutat. I feel as you do, that we should see to it, insofar as it 
is within our power, that that production is used and sold in the 
United States. 

Mr. Beckwortnu. I was very much interested in what you said 
about the imperative necessity of keeping up the supply of pulp. 
What are the most serious threats to that supply, as you see it right 
now? You may have mentioned that in your statement, but I would 
like to review that for a moment. 

Mr. Ticoutat. Of course, insofar as sulfite pulp is concerned, sulfur 
is the one critical item that might impair the production or curtail 
the production, 

Then there is the inability to obtain repair parts for logging equip- 
ment, that could very seriously affect the pulpwood supply, and there- 
by the newsprint and paper production and pulp production of this 
country. 

Mr. Beckwortu. Have representations been made to the proper 
authorities of our Government to be as sure as we can be that that 
equipment is available? 

Mr. Ticoutat. We are now in the process of making that informa- 
tion available. We have made it available to the head of NPA. The 
problem is being considered. The whole problem of nickel is so serious 
in this whole defense program that there are serious problems, and 
yet insofar as I know, there is no substitute. It is nickel for the 
tractors, or if you do not get it, you do not get the tractors. Something 
must be done or we are going to have a curtailment in the industry. 
Everyone recognizes it, and I feel everyone is trying to work out the 
problem, and I hope that they will. 

Mr. Beckwortu. What about labor at this time ? 

Mr. Ticoutar. Up to this point, the labor situation is a little tight, 
but there has been no curtailment because of any labor shortages. 
At this time, of course, everyone considers pulp and paper as essential, 
so we will not go through the problems we did in WPB, where pulp 
and paper were considered unessential, and we lost a large part of our 
labor before proper recognition was given to the problem. We will 
not have to go through that this time. 

Mr. Beckwortu. We have had several days of hearings on the ques- 
tion of the supply of sulfur. What is your best opinion as to whether 
or not there is likely to be serious damage done to the supply of news- 
print because of the shortage of sulfur? In other words, I am try- 
ing to check and double check on what your understanding is at this 
time. 

Mr. Ticounat. If we can obtain this amount—or first, if we are 
assured of 100 percent of last year’s usage for the balance of this year, 
and an additional 7,000 or 8,000 tons of sulfur, I feel confident we 
can maintain industry at the present rate of production—which, in- 
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cidentally, is the highest in history. In February, I estimated the pro- 
duction would be, I believe, 980,000 tons for the year, and it is at the 
rate now of 1,074,000 tons, and I think that that rate of production 
can and will be maintained if we get the sulfur. 

In the newsprint field, as you speed up machines—and that is the 
way we are getting the extra production—it is necessary to use a larger 
percentage of chemical pulp; and, using a larger percentage of chem- 
ical pulp, then, of course, your rate of sulfur usage per ton of paper 
goes up—and not per ton of pulp, but per ton of paper. That 1s one 
of the reasons why the situation is serious right now. 

Mr. Beckxwortu. Mr. Ticoulat, what have you, yourself been told 
as to the likelihood of your getting, say, the 7,000 additional tons, or 
the 7,000 or 8,000 tons, I believe you mentioned? Do you think 
that there is a good chance you will get it, from what you know? 

Mr. Ticounar. Before the order was issued, I was led to believe that 
in addition to the 100-percent allocation, that there would be a small 
kitty, shall we call it, to take care of these urgent needs. But when 
the allocation was fully made, someone had miscalculated, and there 
appears to be no kitty. We were able to get it for June, but that is a 
small proportion of the balance of the year. As against not getting 
the 7,000 or 8,000 tons, it is conceivable that certain people in the 
paper industry can get by with a little less than 100 percent, and we 
might then consider recommending that the restriction be perhaps 
95 percent, and that the difference be placed in a pool or a kitty to be 
udministered by the Pulp and Paper Division to take care of these 
unusual cases, and I think we might by that procedure keep the in- 
dustry running pretty near full. If we fail in our attempt to get 
the 7,000 or 8,000 tons, that will be our next approach. 

Mr. Beckworrn. When would the impact of the failure to get the 
7,000 or 8,000 tons be felt first ? 

Mr. Ticoutar. Immediately, Congressman, because it is not a ques- 
tion of inventories; it is a use order. So that, irrespective of the 
amount of inventory on hand, they are prohibited from using, and I 
know specifically of one mill that will have to curtail pulp production 
approximately 3 or 4 percent, and the same undoubtedly applies 
to others, unless they can use additional sulfur. And those mills, or 
that particular group of mills, is producing at a rate nearly 15 percent 
higher than last year, at this time. All they need is 3 or 4 percent 
more sulfur than last year to maintain that rate of production. 

Mr. Dotitver. Resuming where I left off a few minutes ago, you re- 
ferred to the question of captive production of sulfur, and by that, I 
understood you to mean that that would be a production of sulfur 
either by conservation measures, or by other measures taken by the 
paper companies ? 

Mr. Ticoutat. No; 1 did not make myself clear on that, Mr. Dolliver. 
By captive production, I mean the actual production of sulfur, a new 
supply of sulfur by one of the several means by which sulfur can be 
produced chemically: the reclaiming of oil wastes, wastes from oil 
refineries; or smelting plants. And I do not know what the chemical 
or technical procedure is. That creates a complete new supply of sul- 
fur that otherwise disappears in the air, and is wasted. 

Mr. Dotuiver. When you referred to the captive supply, then, you 
referred to the paper industry going into the sulfur-producing busi- 

ness ? 
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Mr. Ticou.at. And the same might be true of the steel industry, and 
several other industries using sulfur. 

Mr. Doriver. And you said, as I understood you, that there might 
be some dangerous precedent created if that were done ! 

Mr. Ticoutat. There is a feeling that permitting anyone to produce 
a captive supply of a material in short supply, and which is being 
allocated, will result in inequities within industry and unfair advan- 
tages; and there is an opinion, and it is not unanimous by any means, 
that any captive supply of a critical material should be subject to 
allocation if there is a shortage of the particular material. 

Well, now, that might be all right insofar as past supplies are con- 
cerned, but no one is going to spend the mililons of dollars required to 
produce this extra sulfur at a higher cost than the market price of 
sulfur, unless they are able to use sufficient of the production to main- 
tain their own business at full rate of production. They are not going 
to spend, in one particular case, $2,000,000 to produce about 35,000 
tons additional sulfur, and has the 35,000 tons thrown into the allo- 
cation pool and simply get back their small percentage of the 35,000 
tons. 

Mr. Dotuiver. Well, is that a matter that is under control by the 
National Production Authority’? I mean, do they have the final say- 
so as to whether there shall be any captive production, or what is the 
present situation about that ? 

Mr. Ticoutatr. Everyone is anxious to get additional sulfur produc- 
tion, but the producers of sulfur have been at least disinclined to pro- 
ceed to produce extra sulfur, possibly and probably because it would 
mean that part of their supply would be at a much higher cast than 
their normal amount of sulfur. So that there is an economic reason 
for it. 

But unless they do it or someone does it, the sulphur situation is 
going to get progressively worse, and then we will have serious cur- 
tailment of pulp and paper, and perhaps other industries, before an- 
other year or two have rolled around. 

There is no evidence of a decreased use of sulfur, and as long as the 
defense program expands and business expands here and internation- 
ally the demands will increase. 

Mr. Doturver. Of course, the idea of a captive supply of one of the 
raw materials of industry is not strange to American production. 
Many of the steel mills have their own captive supply of coal, for 
instance. 

Mr. Ticounar. That is right. 

Mr. Dotitver. The production of those mines goes exclusively to the 
production of steel in those specific companies. So that it is a little 
hard for me to understand why a dangerous precedent would be cre- 
ated by this, since there are other precedents. I suppose the only 
(distinguishing feature is that there is no shortage of coal, and there is 
a shortage of sulfur. 

Now, turning our attention to another matter momentarily, I 
noticed in your statement here, on page 3, it refers to the fact that 
here are some differences of prices. As T recall, the Canadian mills 
have raised their price, not to $106, but now to $116. 

Mr. Treounart. I think that that is quite general; at least, most of 
them have. 

80176—51—pt. 1——14 
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Mr. Dotiiver. That $10 raise was quite recent, within the past 
few days or weeks ? 

Mr. Ticoutar. It was last week; that is right. 

Mr. Dotiiver. But that the foreign price, the price in foreign 
countries, ranges from $200 to $350 a ton, which is more than double 
and even triple the price in the American and Canadian market. 

Mr. Ticou.at. That is correct. 

Mr. Do.itver. Js there any evidence that you have, that that higher 
European price or foreign price is due to a cartelization of the paper 
industry across the water? 

Mr. Ticounar. I have no evidence of that, Congressman. There 
are not too many supplying countries—Norway, Sweden, and Fin- 
land, and Austria, to some extent, and Great Britain. 

France produces some for their own use; very little for any export 
purpose. 

Mr. Dotutver. Certainly, that differential in price has to be ac- 
counted for on some other hs than freight costs. 

Mr. Ticovtar. It is a question of supply and demand, and ability 
to get it, similar to the pulp situation in a short supply market. They 
felt that they could get it, and there was no cost reason for it. 

Mr. Dotuiver. And they charged what the traflic would bear? 

Mr. Ticoutat. There is no question about that, in my mind. 

Mr. Dotuiver. I would think under those circumstances, that the 
producers of paper in the Western Hemisphere would have an eco- 
nomic urge to seek out and sell their product in the European market. 
Now, are there some impediments by means of import quotas, and 
things of that kind, that prevents that ? 

Mr. Ticoutar. As far as the American mills are concerned, I see 
no evidence of it. I have watched the records quite carefully. I have 
seen no diversion of production to foreign markets. 

As far as Canadian concerns are involved, they appear to be con- 
tinuing to supply the United States market with as much newsprint 
as in the past, and Mr. Fowler has assured us that they would continue 
to do so. But their increased production is obviously or apparently 
going to outside markets. 

Mr. Dotuiver. Could that be accounted for, that is, the continuing 
to supply the United States market, could that be accounted for by the 
fact that it is United States capital, to some extent at least, to a con- 
siderable extent, that dominates the newsprint production in Canada ? 

Mr. Ticoutat. I would not say that, Congressman, and I would 
say it is more the contractual obligations of many years’ standing, 
and the desire to fulfill those contracts, and the realization that those 
have been desirable contracts over a period of years. 

Mr. Dotutver. How long has the present differential as between the 
Western Hemisphere and Europe been in existence ? 

Mr. Ticoutat. The spread has gotten larger in the last 6 months, 
probably, but the trend was there, I would say, about a year ago, at 
about the Korean time and maybe just a little before or after that, 
and the demand from Europe began coming in, and it became some- 
what of an auction market, bidding for it. 

Mr. Dotitver. Do you have any explanation for that increase in 
price since the date you have designated ? 
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Mr. Ticoutat. None whatsoever, except in the desire to get paper 
and bid whatever price was necessary to get it. And the suppliers, 
the European yg wean are perfectly willing to take the highest bid. 

Mr. Doxtiver. I note, or my attention has been called to the con- 
clusion of a subcommittee on the study of monopoly power of the 
Committee on the Judiciary, on page 127, and this is of the Fighty- 
second Congress, where they made this conclusion, and this is one of 
their conclusions: 

While the newsprint industry in Canada, the world’s leading newsprint pro- 
ducing country, has adopted common policies for almost all markets of the 
world, producers in Scandinavia, the world’s next most productive source of 
newsprint, have themselves organized into an international cartel. The Scan- 
dinavian organizations are known as Scan-News, and is concerned with pricing 
policies of newsprint producers, and efforts to reach an international agreement 
between Scan-News and the Newsprint Association of Canada have been made 
in the past. 

Do you have any comment upon that ? 

Mr. Ticovunat. I have none at all, Mr. Congressman. 

Mr. Doturver. I would like to turn to another phase of this matter. 
This has been called to my attention only today, and I have had no 
opportunity to talk to anybody about it, but this is an article that was 

wrinted in Editor and Publisher for June 9, 1951, and it is an article 
a Robert Hugh Brown, and the first sentence in the article is this: 


Lots of newsprint at $85 per ton. 


The article goes on to say that there is an experimental process per- 
fected by the New York State College of Forestry for producing pulp 
from hardwoods, that is birch pulp, at considerably less cost than the 
cost from the conifers in Canada. d 

Do you know anything about that ? 

Mr. Ticou.at. I know a little about it, Mr. Congressman. 

Mr. Dotiiver. It is ground wood, as they call it. 

Mr. Trcovuxat. It is a semichemical pulp, and it is the thing that you 
are talking about particularly. It makes a rather coarse-fibered pulp, 
but suitable for manufacture of certain types of board, particularly 
the corrugating medium inside of a corrugated board. That is a 
comparatively new development insofar as volume production is con- 
cerned, and it is using types of woods and species of woods that were 
not suitable for the usual processes, kraft, or sulfite. 

Thus far, insofar as I know, no one has produced newsprint from it. 

Mr. Dotirver. What is that, please ¢ 

Mr. Trcoutar. No one insofar as I know has produced newsprint 
from that process, and as I visualize it, it would be a pretty coarse type 
of newsprint, unless there could be some way of refining it, which 
might be done with further research. 

Mr. Doxttver. Your opinion is, then, that it is not suitable for news- 
print production ? 

Mr. Ticoutat. I am not enough of a technical man to say it is not 
suitable; I would say up to this time no one has produced newsprint 
from it, insofar as I know, nor do I know of any experiments with the 
use of semichemical pulp. 

Mr. Dotitver. Would you be able to direct us to sources of informa- 
tion that would give us some information about this chemiground 
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wood? Ido not know whether the subcommittee would want to look 
into it, but certainly I want to present to the subcommittee sources of 
information where it might be discussed. 

Mr. Ticou.at. I would be very glad to get the information for you. 

Mr. Dotitver. We have gone into related subjects a number of times, 
and I do not believe you have testified about it, and that is the produc- 
tion of newsprint from other materials than ground wood and wood 
pulp. That is, namely, other cellulose materials, agricultural wastes, 
and so on. 

What is the present situation about that, that you know, Mr. 
Ticoulat ? 

Mr. Ticoutar. Well, in Europe there are a number of mills using 
rather substantial proportions of this esparto grass. 

Mr. Dotutver. What grass is that? 

Mr. Ticoutar. Esparto—and please don’t ask me just what it is, T 
do not know—but quite successfully, but not as a fiber by itself. They 
use it in conjunction with wood fiber, or pulpwood and wood pulp. 

Mr. Dotuiver. Where are those plants located, do you know? 

Mr. Ticoutatr. In Italy and in France. I believe they are in Eng- 
land, but I do know definitely they are in Italy and in France. 

Bagasse has been another source of fiber, which is certainly in large 
supply in some areas. 

Mr. Dotutver. That is the byproduct of sugarcane ? 

Mr. Ticoutat. That is right. 

And some newsprint is being made in Peru, but the only reason 
they are able to do so is because they have a tariff on newsprint that 
protects that particular industry. 

I have samples, here of an experiment that was made in this country 
from the use of bagasse, and the result was a very coarse, unsatis- 
factory printing surface. 

Mr. Douiiver. Where were those experiments made? 

Mr. Ticoutar. At Holyoke, and the bagasse was shipped from the 
South to Holyoke, Mass., and shipped to a paper mill there who pro- 
duced the newsprint, and it was printed, but it was a very heavy and 
coarse sheet of paper. 

Mr. Beckworru. Did you say that you have some there ? 

Mr. Tircounat. I have a sample newspaper that was printed. 

Mr. Beckwortn. We would like to see it, if we may. 

Mr. Ticounar. I will be glad to present it to the subcommittee. 

Mr. Dotuiver. Are the supplies of bagasse exhausted by other com- 
mercial uses than newsprint / 

Mr. Ticou.at. No; they are not, by a long ways. Most of it is waste, 
and some of it is used in the Hawaiian Islands. They use some portion 

of it as cattle feed, and not too economically. Some of it is used as 
fuel, but in using it as fuel it is largely for the purpose of disposing of 
it, and it does give some value to it. 

Bagasse can produce a pulp that, used in combination with wood 
pulp, can make a fairly satisfactory sheet of paper. The problem in 
the case of the Hawaiian Islands is the fact that the supply is a long 
way away from the market, and you have the choice of putting a pulp 
mill there and then seeking your market in the United States, or 
elsewhere, which is not too economically sound, particularly because 
they haven’t sufficient water supply; or shipping the bagasse to a 
place where there is a pulp mill, and that is very expensive, and the 
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accumulating of it and the packing of it and the freight to market 
is very high. 

Experiments have been made in Cuba, and there was some gentle- 
man from Cuba in to see me on two different occasions, and he also 
had interests in Louisiana, and I suggested that he work with some 
of the paper mills. 

A source of supply of bagasse in the area of a wood-pulp mill might 
be sound, but thus far no one has made a sheet of paper entirely from 
bagasse that has been satisfactory for newsprint. 

Mr. Dotiiver. Are you suflicient of a chemist to say why that is? 

Mr. Ticoutar. No; Tam not. I have read many reports, and there 
are many reports on the subject that I can obtain for you, but I am 
not a chemist and therefore I cannot explain the process. It is short- 
fibered, I know that, and it can be bleached to a very satisfactory white, 
but it must be produced in conjunction with other fibers to make a 
satisfactory sheet. 

Mr. Dotiiver. Of course, bagasse is another agricultural waste that 
is presently being used to make fiberboard and insulating board, and 
that kind of thing. 

Mr. Ticou.ar. There is such a plant in the Hawaiian Islands which 
produced wallboard during the last war, and during the short supply 
period, and then closed up when the competition got rugged; and I 
understand they have now started up again. But they have only 
operated during periods of short supply. 

Mr. Douiiver. Do you know whether that process requires the use 
of sulfur? 

Mr. Ticoutat. No; it does not. 

Mr. Dotiiver. It does not ? 

Mr. Ticot.tat. No. But they were making a wallboard, a very 
heavy insulating board. 

Mr. Douuiver. I think that that is all, Mr. Chairman. 

Mr. Beckwortu. While I think of it, there has been something said 
about the increase of price in newsprint. To what extent has there 
been an increase in the price of materials like book paper? 

Mr. Ticounar. I would be guessing, and I understand that you will 
have someone from OPS testify, and I am sure that you can get the 
exact figures from them, Mr. Beckworth, or I will be glad to get them 
for you. But I am not conversant with that. A great deal more 
than newsprint. 

Mr. Beckworrn. Have you run into the subject of foreign manu- 
facture of that product in a manner greatly different to that which 
we confront in newsprint? 

Mr. Ticou.ar. Well, first, there are tariffs on importation of print- 
ing papers other than newsprint, and partly as a result of that, and 
the fact that we seem to have adequate production in the United States 
under normal conditions, we have not had any serious outside 
competition. 

Mr. Beckworrn. I know that you refer to the fact that we will 
have OPS people with us, but, offhand, do you know of any justi- 
fication for a far greater increase in the price of book paper than in 
the price of newsprint ? 

Mr. Ticoutar. Historically, the price has fluctuated a great deal 
more, partly because it is not generally a contracted item, and both 
the supplier and the manufacturer take chances on the markets up 
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and down; whereas, newsprint, of course, is contracted for long 
periods of time, and, therefore, it is a more stable commodity for 
the producer; and the other point is that, generally speaking, the 
efficient newsprint mills cannot make anything but eee on 
those machines. The book-paper mills can make a variety of grades. 

Mr. Beckworru. With reference to the cutting off of the paper 
under a contract which a Canadian mill might have with a user here 
in this country, would you anticipate that cut-off would come prior 
to the expiration of a contract, or would you have in mind that it 
would be cut off at the time that the contract expired? I meant to 
ask you that a moment ago. I know that you have no authority 
there, but what would be the general practice ? 

Mr. Ticou.ar. I would like to quote in substance what Mr. Fowler 
said on that subject- 

Mr. Beckwortu. Mr. who? 

Mr. Ticoutar. Mr. Fowler, the president of the Canadian Pulp 
and Paper Association. He stated, and there was a press release on 
it, substantially that a roll-back in newsprint prices by United States 
Government action would have the effect of suspending in whole or 
in part the contract, and inferring, if that were so, the producer in 
Canada would have the option of doing what he chose to do. He 
could ship here at that price if he chose to, or he could divert it 
elsewhere. 

Mr. Becxwortn. In other words, the roll-back would suspend the 
effectiveness of the contract, in the opinion of the man to whom you 
referred ? 

Mr. Ticounat. That is right. 

Mr. Becxwortu. Are there any other questions? 

Mr. Heuer. I would like to inquire, How carefully have we gone 
into the problem of the production of newsprint by this process of 
bagasse ? 

Mr. Ticou.tar. If you mean as a Government, I do not know any 
action has been taken. 1f you mean by individual companies, I know 
that there are at least three large companies that have done a great 
deal of research work on the use of bagasse, for newsprint and for 
other grades of paper. So far, none of them have proceeded, largely 
because it wasn’t economically sound. If the supply and the market 
and the water power were all available in one location, it might work 
out with some degree of success, but that is not generally the situation. 

And then, the other factor is that it would require a certain per- 
centage of other fibers, so you either have to ship bagasse to the loca- 
tion of the other fibers, or reverse the situation, either one of which 
would be costly, particularly as it applied to newsprint, which re- 
quires a rather integrated operation in order to produce efficiently 
at the prices in effect. 

Mr. Heiter. Have we made an investigation in the countries that 
have tried it over a period of time, and do we know exactly what is 
lacking or what the deficiencies are? 

Mr. Ticou.at. If you mean as a Government or as an agency, no; 
we have not, Mr. Congressman. Or at least I am not aware of it. 

Mr. Herter. What do you think of the newspaper which you have 
produced here, that’s bagasse; is that right ? 

Mr. Ticoutat. That is right. 
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Mr. Hetier. What is your opinion with respect to the suitability 
of its use 

Mr. Ticoutat. First and foremost, you will notice it is considerably 
heavier than regular newsprint so at the same price per ton the cost 
would be very, very high. The printing surface is not too satisfactory, 
you will notice. The printing is not too clear on it. In order to run 
it on a paper machine, they had to run a considerably higher weight 
of paper than would be normally used on newsprint, so that the cost 
per sheet would be a great deal higher than would be true on news- 
print. 

Mr. Hetier. Would there not be some other use to which it could 
be put as a substitute ? 

Mr. Ticovutar. Not in that particular form and there again from 
all of the experiments that I know anything about it would require 
» mixture with some other pulp, with wood pulp, in order to produce 
a satisfactory sheet and satisfactory sheets have been produced with 
a percentage of bagasse and wood pulp. 

Mr. Hetier. Would it not be of advantage to our country to ac- 
tually look into this to see if the process could not be perfected ¢ 

Mr. Ticovtar. It would be very much to the advantage of the coun- 
try to find any new supply, and yet I really feel, Mr. Congressman, 
that several people in the industry have spent a lot of money trying 
to get it and haven't given it up permanently by any means, but they 
have temporarily walked into a period of excess demand and their 
own experience indicated that it was not economically sound at this 
time and they seemed to have dropped it temporarily. 

Mr. Dottiver. Do you mean by that that this company that pro- 
duced it in January has now abandoned the process ? 

Mr. Ticounat. I don’t believe the Holyoke Co. itself was doing the 
research work, but they actually produced the paper on their ma- 
chine at the request of a group of those who were pushing the idea of 
bagasse. But the bagasse was supplied to them. I don’t know how 
much experimenting that particular company has done. 

Mr. Dotuiver. In its inception it was a temporary project ? 

Mr. Ticou.at. That is right. It was an attempt to find out if news- 
print could be made. 

Mr. Hetier. Could any other paper be made through that process? 

Mr. Ticounr. With a percentage of the other types of pulp, there 
probably could be made a paper. It is probably a question of costs. 

Mr. Hexier. What kind of paper could be made? 

Mr. Ticoutat. Certain grades of printing paper could undoubtedly 
be made with a percentage of bagasse; that is, book paper. 

Mr. Hetrer. That would cut a good deal into the present deficiency 
of paper, would it not ? 

Mr. Ticountat. Yes; and undoubtedly at considerably higher cost 
than book paper is now being produced. 

Mr. Hetier. To what extent would that higher cost be? 

Mr. Trcovarr. If you want to compare it with today’s situation, 
and someone had to pay the high Scandinavian pulp prices, I would 
say probably it would be economically sound or might be. But under 
normal conditions the cost of accumulating and bailing and removing 
the pith, from the bagasse fibers is such that even starting at a basic 
cost for the bagasse at its value as fuel, it was considerably more ex- 
pensive than wood. 
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Mr. Heuer. I do not know whether you have discussed the prob- 
lem of allocations but newsprint being so critical and there being such 
a shortage, what is your opinion as to whether or not we ought to 
initiate allocations at this time? 

Mr. Ticoutat. I don’t believe that we should unless one or two of the 
things that we have discussed should happen, the curtailment in pro- 
duction might make it necessary to do so. 

Mr. Henxer. Is that production being curtailed now ? 

Mr. Ticoutat. Of newsprint, you mean? 

Mr. Hetier. Yes. 

Mr. Ticou.atr. Production today is at the highest rate in history, 
Mr. Heller, and at a higher rate than it was anticipated industry could 
produce running at full capacity even as short a time ago as last Janu- 
ary. 

Mr. Hetxer. Is not that production now dependent upon us getting 
the 7 or 8 thousand tons of sulfur? 

Mr. Ticoutar. The 7 or 8 thousand tons was a figure to maintain the 
entire pulp and paper industries at its present rate of production and 
if you refer to newsprint alone that 7 or 8 thousand tons would be con- 
siderably lessened. That figure was the amount required to maintain 
the entire pulp industry at the present rate of production, 

Mr. Hewier. But at the present time we do not know where we are 
getting that sulfur from; is that right? 

Mr. Ticoutatr. At the present time we don’t, and we have this alter- 
nate plan in mind that might level off those mills who may be able to 
get by with less than 100 percent. 

Mr. Hetier. What do you say as to whether or not we ought to put 
a ceiling now on newsprint ? 

Mr. Ticoutar. You mean a ceiling in production ? 

Mr. Hewier. That is right; yes. 

Mr. Ticov.ar. You mean to set the figure of today’s production or 
some other figure as a maximum production ? 

Mr. Heuier. Set it at some production figure. 

Mr. Ticou.at. That is because of possibly a sulfur situation. 

Mr. Heurer. Yes. 

Mr. Ticounat. If we had control over the entire production of news- 
print, or most of it consumed in the United States were produced in 
the United States, that might be realistic or a practical approach. 
But we don’t, and when you consider that we only produce 15 percent 

of the newsprint consumed here, I don’t know that it would accom- 
plish a great deal. 

Mr. Hetzer. In your opinion, is there any diversion into the black 
markets now ? 

Mr. Ticounatr. Well, I hear occasionally of instances, but T would 
say that they are very, very rare in the United States, Mr. Heller. 
It is the exception and certainly not the rule. I hear reports ocea- 
sionally, but it is down to a minimum. 

Mr. Heuer. If we get $106 a ton—that is what we get; is it not ? 

Mr. Ticou.iat. It varies from $105 to even $112 in one case. But 
$106 is about the average price here. 

Mr. Hetuer. Is there anything being done about the conservation 
of newspaper and newsprint ? 

Mr. Ticounat. A lot can be done, and is being done, and the pub- 
lisher and printing division are working very closely with the pub- 
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lishers to eliminate the wastage by the overissues and the extras that 
are taken back from the stands, and that is quite a substantial figure. 
You can get the exact tonnage involved from the publishing and 
printing division, and that is the main place for conservation and 
action to go on. 

Mr. Hexier. Let us take some of the newspapers in the city of New 
York. We have, I think, maybe two or three or four editions of one 
newspaper during a day. Have you thought about cutting down one 
or two of these editions as a means of conserving paper? 

Mr. Ticounat. Well, at the present time, I don’t see any need for a 
restrictive order of any kind if we than all of the possible conservation 
that can be accomplished, because supply seems to be adequate to take 
care of present rate of consumption in the United States or approxi- 
mately at that figure. 

Mr. Hever. You are talking about the estimated supply, are you 
not ? 

Mr. Ticoutar. Yes, but I would say rather a realistic one, always 
assuming that we get the sulfur, Mr. Congressman, that is always an 
“if” in my opinion. 

Mr. Heuer. That is quite a contingency, and you have got a 
couple of “ifs” in it. 

Mr. Ticoutar. If that comes, then if we are compelled to restrict 
production, or if the industry is required to curtail production and 
T am assuming the same curtailment would apply in Canada so far as 
newsprint is concerned, then we will have to not a some steps to restrict 
or limit use and what the best approach will be has not been deter- 
mined. There are several approaches to that, and in the last war it 
was a limitation of use straight across the board with exceptions made 
for those publishers who used less than a certain amount of tonnage. 
I forget what that figure was, but anyone using less than a certain 
amount was not cut, so all of the cuts came out of the big publishers. 

And if we reach the point where restrictions or limitations are 
necessary, that would Mc be the procedure again. 

Mr. Heiter. What I just want understood is that agreeing that 
newsprint is so critical and that it is necessary for defense, why we do 
not start immediately to put it aside and hold it instead of hoping 
that we can step up our production and get the sulfur and get all of 
the other ingredients necessary for production of newsprint. Must 
we wait until we meet the crisis before we move? 

Mr. Ticoutat. No; but we will be prepared to move rapidly if the 
crisis is on us or when it ison us. A restrictive-use order at this time 
would result in one of the following: The necessity of diverting sup- 
plies from our own to other countries, or to putting newsprint in in- 
ventory, or curtailing production and as long as we have the inter- 
national demand that is going to require some help from here, it 
doesn’t seem sound to reduce production if the raw materials are 
available. 

Mr. Hetzer. Do we have, to your knowledge, any plans for scrap 
paper drives as we had during the last war? 

Mr. Ticoutat. Yes, we have plans ready, and there has been an 
adequate supply of waste paper up to this time. 

Mr. Wotverton. In Washington especially ? 

Mr. Trcoutat. Well, in some areas there has been an oversupply, 
and we are prepared to start the drives whenever it becomes necessary. 
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We have actually stopped newspapers and magazines from starting 
out on drives by themselves for fear that they would accumulate a 
supply in fire houses and in the schools of the country with no place 
to dispose of it. 

Mr. Hetter. I think that is all. 

Mr. Beckworrn. Back to the question of the price once again, have 
you had any representations made to you as to the percentage of oper- 
ation costs of mills in this country that would bear any relationship 
to the Canadian mills? 

Mr. Hetter. I have heard no such representations made, Mr. Beck- 
worth, and I think it would vary considerably if there were, depend- 
ing upon location of mills. Location of the mills is important. 

Mr. Becxwortu. With reference to the subject matter of kraft 
paper, is there any evidence that that industry may be getting in a 
tough shape financially occasioned by regulations, that you “know 
about ? 

Mr. Hetrier. They have been placing a great deal of pressure on 
OPS for price relief, and I don’t know just what the solution will be, 
but I understand recently that they seem to have worked out or are 
in the process of working out a suitable arrangement that will give 
them at least a satisfactory price. 

Mr. Beckwortu. Well, there is some possibility as prices are dealt 
with of mills leaving one kind of business and going to another, is 
there not? 

Mr. Ticovtatr. Yes, but that is somewhat limited. In the case 
of newsprint I don’t believe that any of the present regular producers 
of newsprint in the United States could switch to other grades effi- 
ciently or profitably. The machines are built for newsprint, and while 
you can run other grades on the machines, I don’t believe that they 
would be inclined to do so because it probably wouldn’t be profitable. 
You can make switches on other grades in the kraft industry. Some 
of the larger kraft machines can run kraft board or they can run 
kraft paper, at least in the heavy weights of kraft paper, and some 
of the nonintegrated mills make book papers and ground wood papers, 
can run fine papers of various kind, but that is a normal thing for 
those mills to switch back and forth. 

Mr. Beckworrn. You do not regard that as a threat immediately, 
certainly ? 

Mr. Ticovtar. Only to the extent that there might be a tendency 
to switch from kraft board to kraft or vice versa, depending upon 
the price situation which could effect it. 

Mr. Beckwortu. Now, one other approach and that is all the ques- 
tions I will ask you. Have you had occasion to check into the situa- 
tion that a mill might be confronted with insofar as taxation prob- 
lems are concerned as it seeks to expand ? 

Mr. Trcoutat. You are thinking in terms of accelerated amortiza- 
tion, and so on? 

Mr. Becxwortru. That is right. Do you know of instances, for 
example, where mills might be disposed to go ahead and expand except 
for that fact? Is it something that you have seen on the horizon as 
very, very important and significant “with reference to the supply of 
newsprint ? 

Mr. Ticovtat. Well, up to this time we only have these two possible 
certificates referred to previously. There doesn’t seem to have been 
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an inclination on the part of industry to expand into the production 
of newsprint. We have received many certificates, certificates totaling 
in production of pulp close to 4,000,000 tons of annual production. 
There have been granted certificates to date for some 2,200,000 of 
2,300,000 tons. There have been rejected for one of several good 
reasons somewhere near 1,000,000 tons and there are still unprocessed 
some seven or eight hundred thousand tons. So there is a definite 
trend on the part of industry to want to expand under this present 
program of accelerated amortization in practically all fields except- 
ing newsprint. That is with the exception that I have mentioned, 
and I have not yet seen the certificates, but I understand they are 
coming in. 

Mr. Beckworrn. That is a rather significant situation, is it not? 

Mr. Ticou.at. I would think so. 

Mr. Beckxworrn. It is, yes. 

Mr. Wolverton, do you have any questions? 

Mr. Wotverton. On what basis are allocations made of sulfur for 
different uses ? 

Mr. Trcoutat. I understand that the allocation is on the basis of 
100 percent for all industry. I am not sure of that, Mr. Wolverton, 
and I can get it for you or you can get it from the Chemical Division 
and they will testify before your group or they have testified a short 
time ago. 

Mr. Wrotivadseer: Has there been any reduction in the allocation of 
sulfur for newsprint purposes ¢ 

Mr. Ticoutar. No; except from the standpoint of present uses, 
they are now restricted to last year’s use as is all of the paper industry, 
and in the cases where the newsprint manufacturer has increased pro- 
duction then they may find themselves in a position with an inade- 
quate supply. In those cases where they have not increased produc- 
tion, they have an ample supply. 

Mr. Wotverton. Do you know whether the allocation has been 
made straight across the board, so to speak, that if there is a reduc- 
tion in sulfur of a certain percentage where its use is for newsprint, 
the same percentage would apply if it were used for rubber or for 
some other purpose, to which sulfur is put? 

Mr. TicoutatT. I would prefer not to answer the question as to 
sulfur, because I am not sure enough. I understand it has been 100 
percent straight across the board, but answering your question as 
applied to the paper industry, as of today it is 100 percent straight 
across the board for all users of sulfur irrespective of the grade of 
paper they make. 

Mr. Wotverron. What principle prevails in making allocations for 
foreign use of sulfur? 

Mr. Trcoutat. That is not under my jurisdiction, and so I am not 
familiar with the principle. I see the figures published as to what 
they have allocated but I am not a participant in those discussions, 
Congressman, so I don’t know what the procedure is. 

Mr. Wotverton. My interest arises from the fact that with this 
possible shortage of sulfur for newsprint, that it would indicate that 
we should be aware that reductions should not be greater for news- 
print than it is for other industries and certainly should not be allo- 
cated to foreign sources if a reduction in the sulfur for newsprint in 
our own country is forthcoming. 
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Mr. Ticoutat. When we think in terms of newsprint and sulfur 
for newsprint, we must think in terms of foreign if you want to con- 
sider Canada as foreign, because 85 percent to 88 percent of our news. 
print comes from there. 

Mr. Wotverton. When I am speaking of the foreign, I did have in 
mind the Canadian situation, which, 3 oda is important. I was 
thinking of it more from the standpoint of other uses to which the 
sulfur might be put by foreign countries. 

Mr. Ticoutat. My information on that, Mr. Wolverton, is simply) 
that which I read in the reports and I am not a participant in the 
discussions and nor do I know how they arrived at those allocations. 

Mr. Wotverton. You have already enumerated some _ instances 
where sulfur might be increased. What would you say is the present 
outlook, if you have that knowledge, of increasing sulfur by new 
mines in the United States ? 

Mr. Ticovtat. I understand that the sulfur companies are search 
ing for new domes, as they call them, and that thus far there has been 
no optimistic reports of any large high grade domes being located, 
although some deposits have been located of low grade sulfur. 

Mr. Wotverton. It is not, however, a very promising picture, so 
far as our domestic supply or increase of supply is concerned ? 

Mr. Ticoutat. As I am informed by the Sulfur Division and the 
Chemical Division, it is not a very optimistic picture nor is there any 
great hope of any large increase of sulfur and certainly in the next 
year or two, and possibly longer, from that source. 

Mr. Wotverton. What, if any, knowledge do you have with respect 
to foreign sources of increase of supplies of sulfur? 

Mr. Ticou.at, It is not very optimistic. There are a number of 
small sources being investigated, some in Mexico and other places in 
South America, but as yet no one has been very optimistic in their 
reports, as to the amounts available. 

Mr. Wotverton. I understand that there are several companies 
operating in Mexico at the present time, some in actual production and 
some in explorations, do you know what promise there is of an in- 
creased supply from that source? 

Mr. Ticocnare. It is not sufficient, Mr. Wolverton, to make any 
worth-while comment on it. 

Mr. Worverton. Coming back to the use of newsprint, does the 
manufacture of the pulp necessary for the manufacture of kraft paper 
in any way decrease the amount of production that there would be for 
newsprint ? 

Mr. Trcoutat. Well, first the only mills in the United States ,and 
in fact on the North American Continent who use kraft pulp in the 
manufacture of newsprint are the two newest ones, one in Texas at 
Lufkin, and one in Alabama. They use the kraft proces for their 
chemical manufacture and then they have ground-wood grinding 
mills in conjunction with their operation. It has only been in the 
last 10 or 12 years that a means of grinding southern pine was de- 
veloped, first at Lufkin, Tex., and then another followed along and it 
might be the first step toward an expanding of the newsprint industry 
inthe South. Prior to that time it was impracticable to make ground- 
wood pulp from southern pine. 

Mr. Wotverton. Would a decrease in the amount of kraft paper 
produced have a tendency to increase the amount of newsprint ? 
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Mr. Ticoutat. Not unless someone put in a ground-wood pulp mill, 
and a new paper machine in effect unless someone built a newsprint 
mill. 

Mr. Wotverton. Now, with respect to the uses of newsprint, for 
instance releases that are issued by Government agencies, is the type 
of paper used what you call newsprint? I do not mean from the stand- 
point of whether the paper is printed or not, but I am asking about 
the paper. 

Mr. Ticoutatr. Well, there is some book and ground-wood grades 
used for various purposes and occasionally they might use newsprint 
and there is a variety of ground-wood grades used for that purpose. 

Mr. Wotverton. For instance, I have in mind a certain new spaper 
that said that it has received as high as 1,000 releases in 1 day from 
different agencies of Government. Is that use detrimental to the 
use for newspaper purposes ¢ 

Mr. Ticoutat. The total amount of newsprint that has been ordered 
for Government use, or the total amount of newsprint that has been 
directed by NPA for any purpose totals for the first 6 months of this 
year less than 3,000 tons, so that the total amount is not important in 
the over-all consumption of some 6 million tons. 

Mr. Wotverton. Do you mean the amount of paper that is used by 
the Government is not important ¢ 

Mr. Ticoutat. I am referring to newsprint, Congressman. The 
amount of newsprint as such is small in quantity. 

Mr. Wotverton. Well, you are more familiar with that than I am, 
namely, the type of paper that is used by Government agencies, 
whether it be for letter writing, and whether it be for releases and 
whether it be for preparation of reports, and so forth and so on. Does 
that use by the Government decrease the amount that could be used 
for newsprint purposes¢ And when I speak of newsprint, I have 
particularly in mind newspapers. 

Mr. Ticounat. I would say generally no, Congressman, or not to any 
great extent. The papers that are used in Government are not papers 
that could be run on newsprint machines with the exception of some- 
thing less than 3.000 tons of newsprint that was supplied for a variety 
of purposes, and I don’t know just what all of the purposes were, but 
printing of various kinds was involved. 

Mr. Worverton. Of course, you know better than I do about what 
is the result of the hearings we held some few years back during the 
war. I got the impression that the amount of paper that was going 
into magazines, ond one thing and another of that character, did have 
a very direct bearing upon the amount that would be available for 
newsprint. 

Mr. Ticoutar. There were a number of machines, if you go back 
10 or 12 or 15 years and even less, that were converted from the manu- 
facture of newsprint to the manufacture of magazine paper and vari- 
ous types of paper, and that was true with a number of mills in the 
United States. But once the conversion had been made, it was from 
that time on a machine for the manufacture of coated magazine paper 
and not for the manufacture of newsprint. 

Mr. Wotverton. I remember an outstanding illustration that came 
to the attention of the committee was that of the Saturday Evening 
Post, where they cut down the margin between the printing and the 
edge of the paper, so as to have more availability for printing, and 
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that as I understood it was to conserve paper. Would you say that 
type of paper is not considered newsprint ? 

Mr. Ticoutat. What I said is that the magazines don’t generally 
use a grade that is—while it might be suitable for newsprint if they 
could pay the price, it is too high a grade, but those machines generally 
could not and would not make newsprint. So that the production of 
those grades does not have an effect upon the production of newsprint. 

Mr. Wotverton. So you are expressing the opinion that the use of 
paper by the Government for its different activities and by magazines 
and so forth, does not depreciate the amount that could be used for 
newspapers, for instance ¢ 

Mr. Ticoutat. That is right, with the exception of very limited 
amount that I referred to. 

Mr. Wotverton. Aside from the preparation of the paper and the 
type of machine that would be used for it, and directing your attention 
to the use of sulfur, is that not a necessary element in the preparation 
of that tvpe of paper, just the same as newsprint ? 

Mr. Trcou.ar. Yes, at the point of a sulfur shortage then it may 
be argued that any grade of paper produced might be curtailing the 
amount of newsprint that could be produced if all of the sulfur re- 
quired for the newsprint industry was given to that one segment and 
taken away from the others. That would be a pretty tough decision to 
make. 

Mr. Wotverton. As a comparative distinction between the Satur- 
day Evening Post, and some other pubiications, having particularly 
in mind the magazine that was published by the Inter-American Or- 
ganization, they put out immense magazines throughout Latin Am- 
erica that used a very high weight of paper, and with tremendous 
margins on the paper. At that time the committee looked upon that 
as rather a wastage when you are confronted with a shortage in 
newsprint for the use of newspapers, and I thought that the one 
had relationship to the other more directly than I understand from 
your testimony. 

Mr. Ticounat. Only to the extent it might effect raw materials. 
At that point there might be a division, but insofar as the machine 
capacity is concerned, it would be uneconomical generally for a paper 
machine or a mill producing these magazine papers to go over to 
the manufacture of newsprint. Such machines generally haven’t 
the speed and they are not of the right width and they are usually 
oftentimes built with coating equipment on the machine to coat the 
magazine paper, and if they were to attempt to make a newsprint you 
would have a very expensive sheet which could be used for printing 
newspapers, however. 

Mr. Wotverton. In our hearings of some years ago, we heard an 
awful lot about a deinking process, and we had exhibitions made 
before the committee of different processes for deinking and thereby 
reusing the paper. In these hearings we have not heard a word 
about deinking, except as I am using it now. Is there a change in that 
situation, and has all hope been given up of reusing newsprint ? 

Mr. Ticovunat. There is one mill, and there may be others, but 
there is only one that Iam aware of that is producing newsprint from 
waste paper. That is the Michigan Paper Co., I believe it is. They 
are doing it quite successfully, and I don’t know what their cost 
problems are, and of course with today’s market on wastepaper, the) 
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probably have pases y expensive newsprint. So that would vary with 
their costs, and their costs will vary with the price of waste paper. 

Mr. Wotverton. Well, it is not being generally used or even studied 
at the present time ? 

Mr. Ticounat. It is generally used in mills making much higher 
grades of printing paper or more expensive grades of printing paper 
in some proportion, but there is only one insofar as I know that is 
confined entirely to the manufacture of newsprint. 

Mr. Wotverton. But I am speaking particularly of the deinking 
' process. That isn’t used at the present time? 
| Mr. Ticoutat. Oh, yes, it is used in many mills, but not news- 

print mills with this one exception. There are many mills that use 
the deinking process in the use of waste paper, which they use as a 
part of their supply together with other grades of pulp. 

Mr. Wotverton. Would it be possible to use waste newsprint over 
again by a deinking process and for the same purpose that it had pre- 
viously been used ¢ 

: Mr. Ticounat. Yes, there is a limit to the number of times that 
- that can be used, and it makes a reasonably satisfactory sheet of 
newsprint. There have been other similar projects and there was 
one that I testified about on February 7 that had started and it went 
out of business, at Sheboygan, and now there is this new organization 
that has started up and is producing newsprint. It is owned by a 
group of newspapers and it gives them an additional supply of news- 
print and I don’t know what their cost factors are or whether they 
are paying a higher price than the market on that newsprint as a 
result of owning the mill or not. 

: Mr. Wotverton. Would you say that the United States supply of 
3 newsprint is restricted by availability of competitive uses of pulp? 
4 Mr. Ticounat. Or pulpwood. I mean the economic development 
of the newsprint industry is restricted to the availability of pulpwood 





























supply. 

Me Wotverton. Do we have an adequate supply of wood pulp? 

Mr. Ticounat. If and when the Government and Forestry Service 
are prepared to open up access roads into new areas, there are large 
untapped timber resources in this country. 

Mr. Wotverton. Do you foresee any probability of diversion in 
newsprint to other uses arising by reason of our defense effort ? 

Mr. Ticou.at. Diversion of newsprint production for other pur- 
poses # 

Mr. Wonverton. Yes. 

Mr. Ticoutat. Well, generally Mr. Wolverton, the newsprint ma- 
chines would not be suitable for other grades of paper, so that a diver- 
sion would be by curtailment of the newsprint production and divert- 
ing the pulpwood or pulp to other grades of paper, and probably other 
mills. 

Mr. Wotverton. Do you see any possibility of diversion because 
of profitableness of another line? 

Mr. Ticounat. I doubt that that would be so within the United 
States, and the actual experiences of the last 6 months would indi- 
cate to the contrary, that the newsprint mills are endeavoring to pro- 
4 duce as much newsprint as they possibly can. Certainly the price 
! incentive has been there in the last 6 months or a year, to make that 
switch, if it were possible for them to do so or if they desired to do so. 
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Mr. Worverton. Is there any restriction as yet on pulp supply be- 
cause of the labor shortages ? 

Mr. Ticovtat. Not because of labor shor tages, but because of the 
price situation in the Seandinavian countries which I discussed 
-arlier. 

Mr. Worverron. I remember when we held our previous hearings, 
the question of labor shortages entered very materially into the pic- 
ture. 

Mr. Ticounatr. There is nothing of that kind as yet. We hope it 
will not occur. 

Mr. Woxverton. Do you think the newsprint supply will be re- 
stricted by lesser sulfite pulp ? 

Mr. Ticovutar. Only if caused by the sulfur situation and we get 
right back to that situation there, Mr. Wolverton. 

Mr. Wotverton. | got the impression from some other testimony 
given here that there might be a deficiency of 10 to 15 percent. 

Mr. Trcoutar. What is that? 

Mr. Wotverton. It is my impression that the testimony from the 
Chemical Division was that sulfur would be off from 10 to 15 percent. 

Mr. Trcoutar. Irrespective of their testimony they have since 
allocated sulfur at 100 percent of last year’s usage. 

Mr. Wotverton. I realize that is the case with respect to the present, 
but evidently they were projecting their thought into the future. 

Mr. Ticounar. If they should, then there definitely will be a eur- 

tailment in the paper industry and if the cut is made right across the 
board there will be a cut in the production of newsprint. 

Mr. Wotverton. Can this sulfur be used in sulfite processes ? 

Mr. Ticoutat. I doubt that any less can be used than is now being 
used. The actual consumption of sulfur in the production of sulfite 
pulp today is about 10 percent less per ton of pulp produced than was 
true last year, and that has been accomplished by conservation means 
within the industry itself. It is generally the opinion that that is 
about as far as they can go, and any further cut in sulfur would mean 
a curtailment in production of pulp and paper. 

Mr. Wotverton. Is there less sulfite pulp in newsprint ? 

Mr. Ticounat. It depends on what period you start from. The 
trend of the last 10 years was generally a decreasing amount of sulfite 
pup, to the point where many mills had gotten down to a figure of 

15 percent of sulfite pulp and less, but in the last 6 months or a year, in 
an endeavor to mal up production in order to carry the web over the 
machine, it has been necessary to increase the percentage of sulfite 
pulp, so that the trend has now gone the other way and I know of 
some mills who a year ago were using 15 percent or less and they are 
now using close to about 20 percent of sulfite pulp in order to obtain 
the higher rate of speed on the machines. 

Mr. Wotverton. Are all of the machines that are ‘apable of making 
newsprint in operation ¢ 

Mr. Ticoutat. When you say “capable,” if you mean making 
newsprint efficiently, I would say “yes.” There are a number of 
machines that could make newsprint—slow- running, high-cost ma 
chines—but they have not made newsprint for years and it isn't 
likely that they would. 
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Mr. Wotverton. Did you look for any appreciable increase in pro- 
duction as a result of the announced intention of the Canadian mills 
to work 7 days? 

Mr. Ticou.at. I did not understand that they had announced it. 
It has been discussed. 

Mr. Wotverron. I got that impression from some article that I 
had read. 

Mr. Ticoutat. The last information I had, Mr. Wolverton, was that 
it had been discussed and considered a combination of resistance— 
here is a newspaper article here that 12 mills are going on a 7-day 
week. That isnewsto me. I was not aware of that. 

Mr. Wotverton. How many days a week do our newsprint mills 
work ¢ 

Mr. Ticoutat. Generally speaking they work 7 days a week, 24 hours 
a day, with shut-downs whenever necessary for a wash-up and main- 
tenance. The average is probably 624 days of actual running time, 
with possibly one-third of a day a week on the average shut-down for 
maintenance and repairs and clean-ups, 

Mr. Wotverron. So that there is no possibility of increasing pro- 
duction by increasing the number of hours worked ¢ 

Mr. Ticoutat. Not in the United States. In Canada it could be 
quite substantial if it were possible to run all of the mills 24 hours a 
day, 7 days a week. 

Mr. Wotverton. Have you any information to give us as to possible 
allocation orders that are planned ¢ 

Mr. Ticou.tar. On newsprint, you mean ¢ 

Mr. Wotverton. Yes. 

Mr. Ticoutar. There are no immediate allocation orders planned 
other than consideration of a semi form of allocation to take care of 
this foreign requirement if it is decided to allocate a substantial 
amount of newsprint to these foreign countries. 

Mr. Wotverton. Who decides that question? I have been left un- 
certain with respects to that as a result of the previous testimony. 
It seems I got an impression that it came back to the Secretary of 
Commerce but that he was prone to carry out the orders or the recom- 
mendations that were issued by some other officials or agencies, 
such as ECA. 

Mr. Ticoutat. The committee, the pulp and paper committee, is 
made up of representatives of 14 countries, on which committee the 
United States has one representative. I happen to be that repre- 
sentative, and any action we take is in the form of a recommendation 
to our governments. As individual members of the committee, we 
are not empowered to take action that will bind our governments. 
In actual practice and as a common-sense measure, when an alloca- 
tion such as this 3,000 tons for France was considered, we did discuss 
it with ECA and OIT and the State Department and as a matter 
of fact they were the ones that were sponsoring this particular allo- 
cation. 

Before voting in favor of the recommendation to allocate the ton- 
nage to France, that was discussed with them. When we get into 
the question of 120,000 tons, if that should be the figure—and there 
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is indication that that might be it—then we are faced with the 
necessity not only of making a recommendation one way or the other, 
but if our recommendation is favorable then to set up a procedure 
mechanically to handle it. It is likely then that it would have to be 
done by a voluntar y or directive action limiting use of newsprint ly 
American publishers in an amount sufficient to make available that 
amount of newsprint. 

Mr. Worverton. Who would you say has the final responsibility 
in making the allocation ¢ 

Mr. Ticoutar. I would say that in the absence of objections, prior 
to bringing the matter to a vote in the International Materials Co 
ference, Pulp and Paper Committee, the responsibility thereafter | 
making effective these allocations would be with NPA. Before a com- 
mitment of such an amount were made, I as the American repre 
sentative would have obtained approval or disapproval from the State 
Department, ECA, OIT, NPA, and DPA. 

Mr. Worverton. What is the purpose and what is the effect of 
having this international committee composed of representatives from 
the 14 different countries if it is a question of what the United States 
should supply? What part do they take in determining what we 
should supply ¢ 

Mr. Ticovutatr. You mean what part does the United States play 
in determining what we should supply ¢ 

Mr. Wotverron. Yes. It seems to me that would be necessarily 
a question for our own departments of government to decide and | 
am interested to know to what extent outside countries are enabled 
by reason of their membership on this committee to decide what would 
seem to me to be a question we ought to decide ourselves. 

Mr. Ticovtar. Well, of course, first, I repeat that any action taken, 
even though unanimous, is a recommendation to our individual 
governments and any individual government, I presume, could object 
to the decision made. I presume all of that possibility was properly 
considered when the other six committees were formed prior to the 
pulp and paper committee, and before I presumed to take any action 
on anything affecting United States sulted of newsprint or sup- 
ply of newsprint, or pulp or whatever it might be, I discussed it with 
what we called an interagency committee, which is a committee of the 
State Department, the OIT, the ECA, the DPA, and NPA, and | 
think Agriculture is in on it and two or three other of the Govern 
ment agencies, so that all Government agencies are represented on that 
committee, and if there should be any objection then of course it 
would be threshed out and settled at the proper level. If that group 
should all be in favor of the program, whatever that program might 
be, I would then go back to the committee and vote in favor of 
recommending that we proceed. Insofar as direct action is concern- 
ed it is still a recommendation to the Government. However, if after 
all of those steps, if our Government should refuse to follow through, 
the committee would be in a very embarrassing pesition. 

Mr. Wotverton. In looking over the membership of the committee 
as you gave it to us this morning, I noticed that Australia and Canada 
and the United Kingdom were all members of the committee, and 
we do understand the nec essity and propriety of having Canada in 
that group, but I was wondering what were the considerations of 
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bringing a country like Australia or New Zealand or India or some 
other country into the committee. 

Mr. Ticoutat. The procedure has been, in appointing all of the 
various committees for the various critical items in short supply, to 
celect approximately half of the committee from the largest consuming 
countries, and approximately half from the largest producing coun- 
tries, and that is how Great Britain and Australia were included. 

Mr. Wotverton. I want to express my personal gratification and 
Iam sure I am expressing the feeling other members of the com- 
mittee have, in that we are very fortunate in having a man of Mr. 
Ticoulat’s standing and experience and knowledge of this subject 
here before us today. It is very helpful indeed, Mr. ‘Ticoulat. 

Mr. Dotiiver. I certainly join in that. 

Mr. Heuer. I, too, want to be associated with that statement. 

I have a question at this point. Following the questioning of Mr. 
Wolverton, what I would like to get clear in my mind is this ques- 
tion: In what department of our Government does the final power 
io allocate reside, if you are able to answer that question. 

Mr. Ticou.ar. The actual allocating will be in NPA, and so I be- 
lieve it is safe to say that that is where the allocating is done. And 
vet in this international allocation 
' Mr. Wotverron. Is it not in the Department of Commerce / 

Mr. Ticou.ar. Of course, the NPA is in the Department of Com- 
merce, so technically you are correct, Mr. Wolverton, and the NPA 
is in Secretary Sawyer’s Department. 

Mr. Hetzer. That is the Department of Commerce. Now the next 
question that I have—I do not want to press you on this if you cannot 
answer it because I am only asking for an opinion. Is there a likeli- 
hood in your opinion for Canada to further increase the price of 
newsprint, if you are able to just give me your opinion on that ¢ 

Mr. Trcoutar. I would doubt it, and that is a personal opinion 
based upon conversations with Mr. Fowler and Mr. Mitchell. I would 
doubt it, and yet I have no assurance to that effect. 

Mr. Hetirr. Now, I understand—I will withdraw that, and put 
it this way: Mr. DiSalle communicated with Mr. Fowler, as I under- 
stand it, right after this increase was announced, and Mr. Fowler 
made the statement that the increase was approved by the Canadian 
Government and now I quote, “for the good of the industry.” I am 
at a loss to understand that reason. Can you help me in understand- 
ing that? 

Mr. Ticounar. I just don’t know what he was driving at, unless it 
night have been to encourage extra production and possibly this 7-day 
week that I wasn’t aware of, but I don’t know. 

Mr. Harris. But you have reason to believe that in the immediate 
future there won't be any further increases coming out of Canada ¢ 

Mr. Ticountar. That is my opinion—that there will be no further 
increases for some long time to come. 

Mr. Harris. Is that based on conversations that you have had with 
Mr. Fowler? 

Mr. Ticounat. Well, it is based on a very general conversation and 
it had to do more with the question of pulp than newsprint because 
I did have a conversation directly with him and a commitment directly 
from him on pulp. That was the conversation. 
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Mr. Harris. When was that commitment made? 

Mr. Ticoutat. It was made at about the time the Canadians an- 
nounced an increase in price for the second quarter of approximately 
$15 a ton, and I made a special trip to Canada to discuss it with him 
because it had an effect directly on our whole pulp supply and our 
whole program. 

Mr. Harris. Did that take place prior to the speech which he made 
in New York, I believe about 4 or 5 weeks ago? 

Mr. Ticounat. Yes; it did. 

Mr. Harris. And is my recollection correct when I say that in that 
speech or perhaps in statements made prior or subsequent to the making 
of his speech, he indicated that there would be no increase in the 
price of newsprint ? 

Mr. Ticoutar. I don’t recall whether it appeared in that speec! 
or not. There was a press release from Mr. DiSalle’s office within the 
last 10 days or 2 weeks or perhaps a little longer, to the effect that he 
had some such agreement with Fowler, but I dont’ recall that it was 
in that speech, although I have a copy of that speech here, if it is 
important I will be glad to dig it out. 

Mr. Heuer. I read the speech but I am just wondering whether 
it was not around that time that he indicated that there would be no 
price increase. 

Mr. Ticoutat. My conversation with him on pulp was approxi- 
mately 2 weeks before that speech in New York and it was some time 
in the latter part of April. [met him in Montreal. 

Mr. Hetier. Did he at that time indicate that there would be an 
increase of $10 per ton? 

Mr. Ticountar. No; he did not. 

Mr. Hetier. Did you have any reason at that time to suspect that 
there might be an increase / 

Mr. Ticounar. No. 

Mr. Heiter. Were you surprised to learn of it ? 

Mr. Ticounat. I was surprised, yes; and I was very surprised, 
particularly a $10 a ton increase. 

Mr. Becxwortn. Mr. Ticoulat, you mentioned a balance on page 2 
and then you referred to the figure of 120,000 tons on page 4. What 
modifications as to the effect of that balance might have to be made in 
figures, say, by countries? Would it be changed by 20,000 for the 
United States share or how would that run out / 

Mr. Ticou.ar. The ratio will be at the rate of 5 to 1, and assuming 
that the 120,000 tons were the figure, Canada was to supply the 100,00) 
and the United States would supply 20,000. That is the exact ratio of 
production between the two countries. But in the over-all picture, 
however, it would probably come out of the United States supply. 

Mr. Becxwortrn. In the over-all picture, it would come out of the 
United States supply? 

Mr. Ticoutar. That is right. 

Mr. Becxworrn. With reference to possible increased capacit) 
of production in Europe, is there any money being spent by ECA 
to increase production, or I should put it, has any money been spent 
by the ECA or is there being spent any money to increase production 
in Europe? 
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Mr. Ticoutat. Yes, I know of at least two paper machines now in 
the course of construction, and there are probably other projects, 
also, but there has been and there is ECA help being given. 

Mr. Beckworrn. Where are they? 

Mr. Ticoutat. Two of them that I have immediately in mind are 
in Austria. 

Mr. Beckwortu. Are they trying to rebuild any paper-making 
machines, in Germany, if they once had them ¢ 

Mr. Ticoutat. I am not to familiar with that. I know everything 

jossible is being done to get the present paper machines, that have 
ben curtailed, in operation because of lack of operating pulp. That 
is the first step, to get the present equipment running. 

| know of no other new machines, other than those two. 

Mr. Beckwortnu. They are in our zone in Austria, I assume ¢ 

Mr. Ticou.at. I do not know what part of Austria they are in. 

Mr. Beckworrn. Are they in the part that we have a say-so in, or 
do you know ¢ 

Mr. Ticoutar. I would hope so; but I do not know. 

Mr. Dotiiver. I hope they are not in the Russian zone. 

Mr. Ticovu.at. That is what I was thinking about. 

Mr. Beckworru. As you see it, there is no immediate threat of 
rationing of paper, wihin a year or so¢ 

Mr. Ticoutat. If I can just put in one “if” on the sulfur, I would 
say that I do not anticipate any reason for rationing within a year. 

Mr. Becxwortnu. Mr. Ticoulat, I understand that you have not been 
back in Washington very long and you have made a hard trip to get 
back. As the other members of the subcommittee have indicated, 
we certainly do appreciate the excellent statement you have made 
here, and the manner in which you have answered our questions. You 
seem to be willing to tell us all you know about your work; and we are 
aware of the fact that you apparently know a great deal. 

Mr. Ticoutar. Thank you, sir. 

Mr. Becxworrn. I concur in what each has said. It is fortunate 
that the Government, at a time like this, has a man like you to be 
serving in a responsible position like you are serving in, one which 
is So very vital to the people of the country. And again, we want 
to thank you for being so patient in answering our questions. 

Mr. Ticoutar. Thank you very much. 

(The following matter was later submitted for the record by Mr. 
Ticoulat :) " 

DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, July 2, 1951. 
Hon. LINnpLEY BeckwortH, 
House of Representatives, 
Washington, D.C. 

Dear CONGRESSMAN Beckwortn: Reference your request of June 19 that I 
furnish you information on chemigroundwood and semichemical pulp: 

Following is extract from letter sent to me by Dr. W. W. Moyer, director, 
central research and technical department, Crown Zellerbach Corp., Camas, 
Wash., on the above subject : 

“We believe that chemigroundwood can be used successfully for producing 
hewsprint by replacing all of the groundwood from softwoods and perhaps 
the major portion of the sulfite. The extra cost of pretreating the wood before 
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grinding and the bleaching of the pulp would be offset completely or to a grej: 
extent by the lower costs of the available hardwoods und their greater densi(, 
The chemigroundwood process is so new that it is not in general use but it has 
long-range potential in the East where hardwoods are abundant and the sof; 
woods are becoming less available and more expensive. Because of the higher 
yields chemigroundwood should be more advantageous than bleached sei 
chemical pulps.” 

I am also attaching letter addressed to Dr. Moyer by Dr. W. F. Holzer whic} 
I* believe will give you briefly the information you desire. If you wish mor 
detail on the subject I would suggest you obtain a copy of The Manufacture 
of Chemigroundwood Pulp From Hardwoods by C. Earl Libby and Freder\ 
W. O'Neil, New York State College of Forestry at Syracuse University, Syra 
cuse, N. Y. 

Sincerely yours, 
G. J. Trcouar, 
Deputy Assistant Administrator, Chemical, Rubber, and Forest Products 


CHEMIGROUNDWOOD FOR NEWSPRINT 
(Memorandum to Dr. W. W. Moyer, June 26, 1951) 


As a matter of record, chemigroundwood is a pulp prepared by a process 
announced about a year ago by the New York State College of Forestry. The 
process consists of impregnating blocks of wood under heat and pressure with 
sodium sulfite solution and grinding the treated blocks on regular pulp grinders 
The result is a pulp giving a yield of about 8 percent but in which the fibers 
are almost whole and the strength of the pulp is intermediate between ground 
wood and sulfite. The purpose of developing this process was to enable mills 
in the Northeast to utilize hardwoods to good advantage. 

I notice in the description of the process that the brightness of the pulp is 
in the range of 30-40 G.E. This compares to normal wood at about 55 and 
unbleached sulfite at about 60. 

Referring to Mr: G. J. Ticoulat’s letter, which inquires about the possibility 
of using chemigroundwood or semichemical in newsprint, there is some doubt 
in my mind as to whether he means a substitution of these pulps for the ground- 
wood or for the sulfite fraction. If we assume that these pulps are to be su 
stituted or groundwood I would say the only drawback would be color. Bx 
of these pulps can be bleached sufficiently with highly buffered hypochlorite 
or with peroxide so that the difficulty with color could be overcome. Either 
pulp would contribute enough more strength than groundwood that the sulfite 
fraction could be reduced. Since both pulps are usually made from hardwood, 
which is short-fibered, it might be doubtful as to whether the entire sulfite fra: 
tion could be replaced. Certainly either pulp, when bleached, could be used 
in place of groundwood. ‘The question of the comparative cost would probably 
be the determining factor as to how much could be used. 

We have already anticipated the possibility of replacing sulfite with one « 
these pulps. Again it is probable that the pulp would have to be bleached. In 
this application, however, we do not feel that the entire sulfite fraction could 
be displaced. It is generally conceded that the sulfite forms a framework of 
long fibers which serves as a “skeleton” of the sheet. Since, as already men 
tioned, chemigroundwood or semichemical are almost always made from short 
fibered hardwoods there might be some difficulty in completely replacing the 
sulfite. In this case these pulps are cheaper than sulfite and would be offering 
a financial saving so that every effort would be made to put in as much as 
possible. 

It is a matter of history that commercial newsprint sheets have been made 
from 160 percent groundwood. Obviously it would be inadvisable to say that 
it would be impossible to replace 100 percent of the sulfite, but from considera- 
tion of average production, it is doubtful if any superintendents would care 
to go that far. 

Summarizing, we would say that either semichemicai or chemigroundwood, 
when bleached, could be used in newsprint. The limiting factors would be cost, 
when substituting for groundwood; and the lack of long-fibered pulp when 
substituting for sulfite. 


+} 


W. F. Horzer. 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, July 5, 1951. 
Hon. Linptey BecKWorTH, 
House of Represenatives, 
Washington, D.C. 

DesR CONGRESSMAN BecKWorTH: As requested in your letter of June 23, 
1951, I am enclosing herewith a statement dealing specifically with the matter 
of the supply of pulpwood and wood pulp, and the relationship of the supply of 
these commodities to newsprint supply. 

Please let us know if you have further quesitons in respect to any phase of 
this report. 

Sincerely yours, 
G. J. Ticou.at, 
Deputy Assistant Administrator, 
Chemical, Rubber and Forest Products Bureau. 


PuLPWoop AND Woop-PuLe SuPpPLy 
PULPWOOD SUPPLY 


Data showing receipts (foreign and domestic), consumption, and inventories 
of pulpwood are presented in appendix A of this report. 

Virtually all United States receipts of imported pulpwood come from Canada. 
Imports of pulpwood from Canada regularly constitute approximately 10 percent 
of the domestic industry’s total pulpwood requirement; the remaining 90 percent 
is from domestic sources. Most of the imported pulpwood is consumed by pulp- 
mills located in the Northeast, the Lake States, and the Northwest. 

The availability of pulpwood supply in volume adequate to maintain high-level 
domestic production of pulp, paper, paperboard, and converted products will 
depend upon— 

1. The availability of an adequate supply of wood’s labor to harvest domestic 
and Canadian pulpwood. 

2. The availability, during the emergency period, of trucks, tractors, cranes, 
and other mechanized equipment for use in domestic and Canadian pulpwood 
operations. 

3. Canada’s ability to maintain high-level exports of pulpwood to this country 
in the face of growing requirements for home consumption. 

To date, the supply of pulpwood has been well maintained during the emer- 
gency period, with the result that domestic pulp and paper production during 
1950 has been at record levels. 


WOOD-PULP PRODUCTION 


Data showing the trend of domestic wood-pulp production are presented in 
appendix P. of this report. 

Over-all domestic production of wood pulp in the first 4 months of 1951 ex- 
ceeded production in the first 4 months of 1950 by 17 percent. 

Of the total volume of wood-pulp produced domestically, approximately 90 
percent is produced by integrated companies for their own use and 10 percent 
for sale. 

Domestic producers of newsprint are for the most part completely integrated. 
As a consequence, they are not directly concerned with problems of market pulp 
supply. Problems in respect to pulp supply have been most serious in the case 
of nonintegrated paper mills whose operations are dependent upon purchased 
pulp, 55 percent of which is derived from foreign supply sources. 

To the best of our knowledge, domestic newsprint production has not been 
curtailed in any degree because of a shortage of wood pulp. 


WOOD-PULP CAPACITY 


Data showing the trend of domestic wood-pulp capacity are presented in ap- 


pendix C. 
Domestie capacity for the production of wood pulp totaled 12,130,164 tons in 


1946. 
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Since 1946, capacity has increased at an average rate of a million tons a year. 
This rate of increase will be maintained through 1952. 

Total domestic pulp capacity in 1952 will exceed 1946 capacity by 49 percent. 

This expansion has been heaviest in sulfate pulps and in “other grades” pro- 
duced by special high-yield pulping processes. 

The pulp grades consumed in newsprint production are groundwood and sul- 
phite except those mills in the South which use groundwood and sulphate. 
Groundwood capacity in 1952 will exceed 1946 capacity by 28 percent; sulphite 
capacity in 1952 will exceed capacity by 9 percent. 


WOOD-PULP CONSUMPTION 


Data showing the trend of domestic wood-pulp consumption are presented in 
appendix D. 

Total wood-pulp consumption in 1950 exceeded 1946 consumption by 42 percent 

Wood-pulp consumption in paper and paperboard production in the first 4 
months of 1951 was at an all time record rate, exceeding the 1946 rate of con- 
sumption by 47 percent. 

Recent data on the consumption of pulp by major segments of the paper and 
paperboard industry are available only for the year 1947. These data show 
that, in the year 1947, 54 percent of the total domestic groundwood consumption 
was consumed in the manufacture of newsprint and groundwood paper and 22 
percent of the total domestic unbleached sulphite consumption. 


OUTLOOK FOR NEWSPRINT 


Domestic newsprint producers have been operating at virtual capacity, and, 
barring shortages of labor or production materials, are expected to continue 
operating at virtual capacity. 

Since most producers of newsprint produce their own wood-pulp requirements, 
they are less concerned with problems of market pulp supply than producers in 
most other segments of the industry. 

Comparative prices for newsprint and for the grades of wood pulp used in 
newsprint manufacture are as follows: 


. a . Current 
Current ceil- Current | eva : F 
ing for Canadian | ' pore a 
United States prices in lo = iit / vis 
manufacturers | United States | “C@0@mavian 
| suppliers 


92. 50 | 100.00 |... : 
132. 50 160. 00 | $200. 00 


Groundwood. a2 
Unbleached sulfite_- 


} 
, ; 
Newsprint... _ 5 . baewe decal $106. 00 $116. 00 
| 
' 


The average furnish of domestic newsprint is 85 percent groundwood and 
15 percent unbleached sulphite. Relative prices of newsprint and wood pulp 
have not operated to encourage an increased production of one at the expense 
of the other. There is no evidence that any domestic producer of newsprint 
has curtailed his newsprint production in order to increase his sales of wood pulp. 

Demands for wood pulp for the production of products other than paper and 
paperboard, i. e., rayon, cellophane, plastics, explosives, ete., have increased at 
a faster rate in recent years than the demand for pulp for papermaking. Most of 
these demands, however, are for dissolving and special chemical grades of wood 
pulp, grades that are not a factor in the production of newsprint. Despite the 
sharp upward trend in the requirement of wood pulp fer products other than 
paper and board, consumption of pulp in the manufacture of such items amounted 
to only 4 percent of the total domestic consumption in 1950. 





ovntin en ne boa ERG 





NEWSPRINT INVESTIGATION 227 


Sharp increases in the demand for disselving pulps for the production of 
military explosives are expected. The NPA, in cooperation with the Munitions 
Board, will arrange for the satisfaction of this requirement by equitably distrib- 
uting orders among producers qualified to supply this tonnage. It is not antici- 
pated that the over-all requirement of wood pulp for this purpose will be such 
as to interfere with the supply of pulp for paper production. Certainly the 
munitions program, as presently projected, should have no direct impact on 
newsprint supply. 

NPA POWERS 


NPA does have the power to direct or freeze the flow of pulp—in fact, recently 
issued an order, M—72 (copy attached), and the justification for this order is 
indicated in the accompanying press release NPA-906. However, as indicated 
in my testimony, this order, as it now stands, should not have any effect on the 
production of newsprint in the United States because most newsprint producers 
manufacture their own pulp and have sufficient excess production to produce the 
3-percent reserve over and above their own needs for pewsprint. 

As regards the Canadian production, | do not believe controls could be made 
effective on Canadian production from the United States unless done by the 
mutual consent of Canadian authorities, and in that event it would probably be 
accomplished by the controls actually being made effective by the Canadian 
Government. I know of no reason why such a mutual plan could not be worked 
out in the event of an all-out mobilization, just as was done in the last war, if 
the circumstances justified it. 

In WI’B days there was issued an order, M—93, which provided for complete 
allocation of the available wood-pulp supply. Deliveries and usage of all grades 
of wood pulp, domestic and foreign, were completely controlled. However, short 
of an all-out war it is not expected that such an allocation of wood pulp would 
be necessary in the present emergency. 


APPENDIX A 
Pulpwood 
[Thousands of standard cords roughwood basis] 


Cumulative—January 


Annual to April 


1949 


Receipts nilsoead ome pia 19, 226 


Domestic ‘ F " isl eda 17, 534 
Foreign oh watese a —- ‘ 1, 692 


Consumption  Lscbhoason wiheoad 19,914 


End of month inventory - 


Northeast 
Appalachian 

sake esce 
South 

Pacific Northwest 


Source: U. S. Bureau of the Census. 
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APPENDIX B 


United States wood-pulp production 


{In thousands of short tons] 





Cumulative 
Annual (January to Apri! 


1950 1951 








Total sulfite 








Dissolving and special chemical 
Paper grades bleached 
Unbleached 








Total sulfate 


Semibleached a all nasa biendisitieate 
Unbleached 




















1, 207 











AMES, be) SP ee Sind 
10, 607 | 12, 72 | 14, 811 | pier » 643 | 





Source: U. S. Bureau of the Census. 
Details may not add to totals due to rounding of figures to nearest thousands. 


APPENDIX C 


United States wood-pulp wiedaniitied 





Grade ¢ 5 6} (949 1950 | 1951 1952 


Total sulfite _ | 
Maximum 
| 
| 
' 


2, 907,724 | 2, 988, 506 3, 044, 365 | 3,123,137 | = 3, 168, 809 


1, 953, 912 2, 160, 263 2, 330, 27 2, 467, § 2, 505, ffi4 
5, 377, 079 6, 953, 601 , 676, 718 , O12, | 8,905, 276 


pacity : 
Total sulfate | 3,989, 514 | 
Maximum i } 
i ----------| 1,266,085 | 1, 748, 766 2, O89, 492 2, 352, 62 2, 518, 010 
679, 562 493, 879 549, 120 540, 406 | 2, 212 | 479, 177 
Ground wood .| 2,434, 845 2, 330, 260 | 2, 806, 188 2, 871, 316 2, 960, 697 2, 9R4, 495 

Maximum bleaching c: | 

Se ae Z | 38, 458, 711 


Other grades 425, 330 “1, 021, 209 | 1,830, 041 2, 033, 888 2, 426, 98¢ 2, 529, 968 


353,555 | 630,041 | 1,013,251 | 1,287,501 | 1, 361, 334 
667, 667 | 1,200, 000 1, 020, 637 4 139, 488 5 } 


cally treated___.._..__- 185, 330 


| 
! 
. ‘ . / | 
Semichemical or chemi- | 
| 
Nonchemical : __240, 000 


), 420, 683 12, 130, 164 | | 15, 210, 261 | 16, 166, 693 | 17, 495, 912 ii 18, 062, 72! 


NOTE. —Cedeaiie data above give the tonnage that could be saat d during the stated calendar year 
with full use of equipment and an adequate supply of pulpwood and labor, with each mill operating the num 
ber of days it might expect to operate under normal conditions. 

Companies reporting changes in capacity during a year have been credited with additional or decreased 
tonnage capacity for only that part of the year after which the capacity change was in effect. 


Source: U. S. Pulp Producers Association, Inc. 
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APPENDIX D 


United States consumption of wood pulp by grades in production of paper and 
board, 1947 


[In tons of 2,000 pounds] 





Tonnage consumed 





All other 
wood 
pulp 


Un- 
bleached | Soda 
sulfate 


2, 252, 64a) 


Type of product | l 
Bleached Bleached 

a. bleached 

sulfite — sulfate sulfate 


1,708, 912) 1,278, 225) 865, 737) 


Semi- Ground- 


wood 
505, 092) 1, 701, 003 








141, 077 


"i 


Papers - . 








Book, fine and ab- } 
sorbent. : | 1, 172, 485) 
Coarse and special | 
industrial _ - 226, 277 | 
Newsprint | “and | 
59, 113) 


493, 037) 16,439} 45, 801) 
309, 674| 104, 868) 2, 130, 537 


3, 241 


207, = 489, 951 159, ees 
| 


46. 458| 49, 103 


1, 329 


324, 408 9, 967) 
0 

j 

0} 


Groundwood . . 16, 425) 1, 269, 553) 
Flexible insulation 
and building paper 
Tissue paper and 


sanitary stock --_- 


323, 308) ) 207, 
| | 
0) 1, 409) 13, 618) 311, 267 

251, 037| 


83,179) 


0) 0 6, 420) 


5,174 2, 304 


“M4, 559| 

2,874 2, 233, 269| 
54, 906) 48, 547) 
0 Uv) 

0) 1, 570} 

0 57, + 538) 


59, 785) 


202, 121) 


422, 105), 8,345] 68, 684| 211, 08) 


621, 506) 


~ 945, 579 
“453, 048 
16, = 
458, 79 
1, 29: 02 
15, 754 


2, 328, 509) “1, 315, 047 


DOE, |. ccc aaah 158, 023; “87, ‘780 2, 340, 924 
51, 347| 
115, 706) 
402, 097) 

4, 627) 
53, 319) 


0) 

197, 744) 
0 

0 

4, 377|_ 


0 
8, 601 
0 


Container board _-_. 
Bending board 
Building board... 

Nonbending board _ - 
Other paperboard _ _ - 


3, 888 
ies 138 766) 
0 
3, 609) 
15, 760) 


1, 437, 248) ie 067, 858) “198, 857 


0 
5, 958) 





Total...... 1, 792, oot 4, 593, 57: 3 519, 651 





Source: Census of Manufactures 1947, U, S. Bureau of the Census. 


United States wood-pulp consumption 
TOTAL 
[Tons of 2,000 pounds) 





1946 1950 


| 
1940 





In paper and board 
In rayon ! 


9,781,739 | 12,092,093 | 13, 616, 093 


178, 000 | 
100, 000 | 


\_——$—$ —__ —___ 


10, 059, 739 


323, 000 | 
190, 


12, 605, 093 | 
! 


16, 487, 110 
695, 000 


17, 182, 110 





! Rayon organon. 
iI 


Source: U. 


. 5. Pulp Producers Association, Inc. 
8. Bureau of the Census. 
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CONSUMPTION IN PRODUCTION OF PAPER AND PAPERBOARD 


{In thousands of short tons] 


! 
Annual Cumulative (Janvar 


to April 
Grades a 


1946 | O4Y 1950 | 1950 


Bleached sulfite ‘ | ; 1, 680 85 2, 072 693 
Unbleached sulfate... 4 1, 349 1, 465 , 162 | , 256 406 
Bleached sulfite 494 R33 | , 488 \ 591 
Semibleached sulfate | 178 | 184 | 27 | 115 
Unbleached sulfate _- 3, 291 | 4, 124 | , 916 ), 133 , 940 
Soda oS —_ " 532 492 526 | 56 193 | 
Ground wood . 2, 139 | 2, 188 | 2, 18 2, 756 | 
1, 126 | , 197 , 726 521 | 


Other w' $s ee 240 | 
616 16, 485 
i ' ! 


[For immediate release Wednesday, June 27, 1951) 
UNITED STATES DEPARTMENT OF COM MERCE 
NATIONAL PropuctTION AUTHORITY 
WASHINGTON, 25 D. C. 

PuLp CONsuMPTION LIMITATION OrpER M-—72 


Because United States consumers face a possible loss of some foreign sources 
of chemical wood pulp used in the production of many types of paper and paper 
products, the National Production Authority, United States Department 0! 
Commerce, acted today to assure equitable distribution of the domestie supp! 

A drop in imports is expected because the Office of Price Stabilization has 
established a price ceiling on chemical wood pulp to prevent further inflatio 
Since there is a strong international demand for pulp, foreign producers ma 
seek other markets rather than sell to United States consumers at prices 
officials said. 

Any diversion of the foreign supply woald directly affect production of te 
nonintegrated mills—those that buy the pulp from which to manufacture pay 
and paper products—because they now import 55 percent of their market cliem 
cal pulp supply. 

To offset this, NPA today issued Order M-72, which requires integrat: 
mills—those that produce their own pulp—to set aside 3 percent of their quarter- 
ly pulp production for purchase by nonintezrated or partially integrated mills 

This action, NPA said, would ease the impact of the import loss on h 
integrated mills and thereby protect them against any substantial drop in t! 
production of paper and paper products, 

NPA pointed out, however, that no amount of shuffling or distribution ot 
the domestic supply of pulp can change the fact that less pulp will be avai 
able if foreign countries materially reduce their shipments to the United States 

By distributing the reduction through all branches of the industry, NPA said 
none will be severely handicapped. This means that paper-consuming industries 
such as magazines, letter paper, and other users do not face any substantia 
reduction, it was explained. 

Today’s action does not affect groundwood pulp, made without the us of 
chemicals, from which lower grades of paper are made. Newsprint, for exampl 
is manufactured principally from groundwood pulp produced here and it 
Canada. 

NPA said the domestic chemical pulp production is now the highest in his 
tory and that facilities are still being expanded. Some added output is expected 
before the end of this year and additional facilities will become available in 102 

Meanwhile, to meet further the problem of the current shortage, M-72 limits 
purchasers of chemical pulp to 95 percent of their 1950 rate of use. The 
channeling of domestic pulp from integrated to non-integrated mills will enable 
the latter to maintain consumption at the 95 percent level. At present, W th 
chemical pulp already in short supply, some nenintegrated mills have not been 
able to reach that rate of consumption. Under the order, if a mill falls short 
of 95 percent in one quarter, it may exceed the % percent during the next quarter 
to make up the loss. 





7a sh SE aaa <r OS NaS 








Niles 
paper 
nt of 
Up 
1 has 
iflol 
ma 


his 
ected 


2 
nits 
The 
able 
vith 
een 
lort 
ter 





NEWSPRINT INVESTIGATION 231 









A third major point in M-72 is a limitation ef inventories to a 45-day supply 
or less, thus assuring maximum use of the available supply. 

NPA said over-all provisions of the order should result in a balance of supply 
and demand for market chemical pulp at a reduced level of consumption and 
should assure equitable distribution of that smaller supply. 

This balance of available supply between integrated and non-integrated mills 
is necessary, NPA said, if fullest utilization is to be made of the supply. There 
are 450 non-integrated mills dependent upon market chemical pulp to produce 
thousands of paper and paperboard specialties, many of which could not be 
produced by mass production methods of the integrated mills. Many of these 
products are necessary to defense and defense-supporting needs, NPA explained. 

Order M-72 will operate in this fashion: 

Each producer of pulp will offer for sale each quarter the 3-percent reserve 
of his production. 

On the 15th day of each month, the producers will notify NPA by wire of the 
amount of unsold reserve on hand. 

Consumers needing to buy the pulp will be told by NPA which producers 
have reserves available. 

In addition, NPA may issue directives when necessary to relieve hardship 




















cases. 

If. in the last 15 days of a quarter, no consumer has bought the reserve which 
the producer has offered for sale, the producer is then authorized to use it 
himself. This, NPA said, will prevent the accumulation of any idle reserve. 

A producer who buys chemical wood pulp in addition to the amount he 
produces himself may use his 3-percent reserve at any time if he reduces his 
market purchases to that extent. 

A producer who sold chemical pulp during the first quarter of this year must 
sell a like amount each quarter and must reserve 3 percent of his remaining 
production, 

Further information may be obtained at Department of Commerce field 
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M-72, July 1, 1951 
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CHAPTER VI NATIONAL PRODUCTION AUTHORITY, DEPARTMENT OF COMMERCE 
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[NPA Order M 










M-72—CuHEMICAI 





: This order is found necessary and appropriate to promote the national defense 
| «and is issued pursuant to the authority of section 101 of the Defense Production 
Act of 1950. In the formulation of this order there has been consultation with 
industry representatives, including trade-association representatives, and con- 
sideration has been given to their recommendations. 











What this order does. 







Veale -. Definitions, 
= Relation to other NPA orders and regulations. 
‘Ee 4. Inventories, 


5. Limitation on consumption. 
. Reserve production. 
- 7. Reports. 
a ‘. Applications for adjustment or exception. 
4. Communications. 
10. Reeords. 
11, Andit and inspection. 
12. Violations. 
















\vTHoriry : Sections 1 to 12 issued under sec. 704, Pub. Law 774, 81st Cong. Interpret 
or apply see. 101. Pub. Law 774, 81st Cong. ; sec. 101, E. O. 10161, Sept. 9, 1950, 15 F. R. 
6105: 3 CFR, 1950 Supp. ; see. 2, E. O. 10200, Jan. 3, 1951, 16 F. R. 61. 














SECTION 1. What this order does. This order sets forth limitations on inven- 
tories of market chemical wood pulp. It also limits the consumption of market 
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chemical wood pulp to 95 percent of 1950 use so that the anticipated decreased 
supply may be distributed equitably through normal channels of distribution, 
In order to assure the maximum production of paper and paper products and 
to spread the supply of pulp fairly throughout the industry, this order also pro. 
vides for a 3 percent production reserve of chemical wool pulp manufactured |) 
integrated mills and of captive chemical wood pulp. 

Sec. 2. Definitions. As used in the order: (a) “Person” means any individual, 
corporation, partnership, association, or any other organized group of persons, 
and includes any agency of the United States or any other government. 

(b) “Chemical wood pulp” means ail grades of wood pulp, whether bleached 
or unbleached, produced by the sulfite, sulfate, or soda processes from any type 
of woo. It does not mean semichemical, groundwood, defibrated, or exploded 
wood fiber pulps, or screenings from any process. 

(c) “Market chemical wood pulp” means any chemical wood pulp which is 
sold, purchased, or otherwise exchanged between two persons irrespective of 
where such transactions take place, excluding captive chemical wood pulp. 

(d) “Captive chemical wood pulp” means any chemical wood pulp preduced 
by a person in the United States or elsewhere and consumed by or subject to the 
disposition of the same person or a person under the same ownership or contro 
at a separate geographical location in the United States. Such captive pulp |y 
comes market pulp when sold or otherwise transferred to a person not affiliated 
with its producer. 

(e) “Base consumption” means one-quarter of that quantity of market chen- 
ical wood pulp used by a person during the calendar year 1950 in the manuta 
ture of paper and paperboard. 

(i) “Producer” means any person who manufactures chemical wood pulp or 
any person who controls, through a foreign affiliate, deliveries of chemical wood 
pulp, captive or market, in the United States. 

(zg) “Production” means a producer's production of chemical wood pulp, lis 
deliveries of chemical wood pulp, captive or market, in the United States from 
a foreign affiliate, or both. 

(h) “NPA” means National Production Authority. 

Sec, 3. Relation to other NPA orders and regulations. Alt provisions of any 
NPA regulation or any other order which are inconsistent with this order 
superseded, but in all other respects such regulations and other orders slia 
continue to apply. Nothing in this order shall be deemed to remove wood pu!p 
from List A of NPA Reg. 2. 

Sec. 4. /nventories. (a) On and after September 1, 1951, no person who con 
sumes market chemical wood pulp shall receive or accept delivery of any quan 
tity of such pulp if his inventory of all grades of such pulp combined (including 
on hand and stored for his account) is, or by such receipt or delivery would bv 
come, more than a 45-day supply (50 percent of his current quarterly consump 
tion) or in excess of a “practicable minimum working inventory” as detined 
in NPA Reg. 1, whichever is less, to the nearest carload : Provided, however, That 
the inventory restrictions of this order shall not apply to nitrating grades o! 
dissolving pulp for ordnance purposes, 

(b) On and after July 1, 1951, no person who consumes market chemical woo! 
pulp shall receive or accept delivery of any quantity of such pulp sold out « 
reserve production, in accordance with section 6 of this order, if his inventor 
is, or by such receipt or delivery would become, more than that allowed by par 
graph (a) of this section. 

Sec. 5. Limitation on consumption. (a) On and after July 1, 1951, no perso 
shall consume, put into process, or otherwise use for the manufacture of pa} 
or paperboard, an amount of market chemical wood pulp in any calendar quarter 
greater than 95 percent of his base consumption: Provided, however, That if a 
person’s actual consumption of such material in any calendar quarter subsequent 
to July 1, 1951, falls below 95 percent of his base consumption, he may use at 
additional amount equivalent to such deficiency in the next succeeding calendar 
quarter to maintain his average use at a 95 percent rate. 

(b) A person who both consumes and sells market chemical wood pulp may 
consume all or part of the pulp that he is required by paragraph (b) of sectio' 
6 of this order to offer for sale provided he reduces his consumption of market 
chemical wood pulp by an equivalent amount below the consumption otherwise 
authorized by this section. (See example following section 6 (f).) 

Sec. 6. Reserve production. (a) For the calendar quarter beginning July 1. 
1951, and for each calendar quarter thereafter, each producer shall reserve 3 
percent of his estimated production of each grade of chemical wood pulp includ 
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Teased ; ing his estimated deliveries of each grade of captive chemical wood pulp during 
bution o such quarter: Provided, however, That any producer who manufactures several 
ts and a grades of chemical wood pulp may file a written application with NPA request- 
50 pro- & ing authorization to concentrate his reserve production in one or more grades 
red by [a of such pulp. ‘ 

3 (b) If, however, in the first quarter of 1951, such producer delivered a per- 
vidual a centage of his production of chemical wood pulp to unaffiliated persons in the 
ese Dm United States, he shall, except as qualified by paragraph (b) of section 5 of this 

“ies 3 order, offer for sale the same percentage of his estimated production in each 
ached . | calendar quarter, and the 3 percent reserve required by this section shall apply 
‘ S to the balance of his estimated production for such quarter. 

, (ype 3 (c) Each producer shall, during the month preceding the calendar quarter to 
ploded €) which the reserve production requirement applies, and until the fifteenth day 
ich is 4 of the third month of such quarter, offer for sale to persons in the United States 
iy fe a authorized by this order to consume market chemical wood pulp a tonnage not 

7% i less than the amount of such producer's reserve production as determined under 
ap. this section, except that this paragraph shall not apply to the month of June 1951. 
duced am (d) On the fifteenth day of each calendar month, beginning July 15, 1951, 
to the . each producer shall notify NPA by telegram of the amount of its reserve pro- 
pntro x duction, by grades, sold and not sold, for the current calendar quarter, in accord- 
Ip be 4 2 ance with paragraph (c) of this section. Any consumer of market chemical wood 
liated c pulp unable to obtain his minimum operating requirements may, at any time 

& prior to the fifteenth day of the final month of each calendar quarter, secure 

‘hem- #4 from NPA the names of producers with unsold reserve production. At any time 
wan 4 up to and including the fifteenth day of the final month of the quarter, any re- 

; 4 serve balances that a producer has not sold must be sold pursuant to such di- 
Ip or | rectives as NPA may issue with respect thereto. Any reserve balances which, 
woee 3 after the fifteenth day of the final month of the quarter, have not been sold or 

} om which have not then been covered by a directive from NPA are reelased and may 

, his ; : be used or otherwise disposed of by a producer. 
from q 4 (e) Any chemical wood pulp which a producer sells in any calendar quarter 

ae pursuant to this order shall be shipped as nearly as practicable pro rata over 

3 such quarter, and all shipments shall be completed not later than the last day of 

= ce the calendar quarter to which the reserve production requirement applies. 

Be (f) A preducer who also consumes market chemical wood pulp may retain 

- and use all or part of his reserve production provided he reduces by an equivalent 





pup ie amount his consumption of market chemical wood pulp below the amount he 
is authorized to consume by section 5 of this order. 


Example showing application of sections 5 (b), 6 (b), and 6 (f) of this order: 


— ; rhe A B © Paper Company consumed, in 1950, 12,000 tons of market chemical wood 
ding “ pulp and 16,000 tons of bleached sulfate produced by its subsidiary, the X Y Z Pulp 
Lhe <= Company. In the first quarter of 1951, it sold 20 percent of the X Y Z Pulp Company's 


total production of bleached sulfate. It estimates that, for the third quarter of 1951, its 
production of bleached sulfate at X Y Z Pulp Company will total 5,000 tons. 
For the third quarter of 1951, the A B C Paper Company has the following options: 





Phat oe (1) It may consume 2.850 tons of market chemical pulp (95 percent of average quar- 
al me terly consumption in 1950). sell 1,120 tons of bleached sulfate produced at X Y Z (20 
a percent of its estimated total production plus 3 percent of balance), and consume the 
3 remaining 3,880 tons of X Y Z’s estimated production. (Estimated production of 5,000 
yoo tons less sa'es of 1,120 tons.) 
it of (2) It may withdraw entirely from the sale of bleached sulfate, consume 5,000 tons 
; ot X Y Z's production (3,880 tons plus 1,120 tons), and reduce its consumption of market 
tory 4 chemical pulp to 1,750 tons (2,850 tons minus 1,120 tens). 
a1 ry (3) It may withdraw from sale any amount of bleached sulfate up to 1,120 tons 
‘ reserved and reduce its consumption of market chemical pulp by an equivalent amount. 
rson : (¢) If, in any calendar quarter, a producer's actual production of any grade 
aper ay of chemical wood pulp is more or less than his estimated production for pur- 
irter poses of paragraphs (a) and (b) of this section, such producer's reserve pro- 
if a es duction for the succeeding calendar quarter must be increased or may be de- 
nent ae creased by the amount of such differences. 
an % Sec. 7. Reports. (a) Every producer or consumer of wood pulp shall report 
idar Up each month his production, transfer, shipments, receipts, consumption, and 
oh nventory of pulpwood, wood pulp, waste paper, and other fibers on Census Forms 
may i: M-14A and M-14E. 
tiot ig (b) Every consumer of wood pulp in the manufacture of paper and paper- 
rket Be hoard shall also report his consumption of all grades of wood pulp, waste paper, 
Vise ta and other fibers for the year 1950 as instructed by NPA. 
ai (c) Every producer who imports or controls the disposition of imported 
y 1, 7 chemical wood pulp, captive or market, shall also report his receipts and deliv- 
e3 74 eries to others of all grades of such pulp in the United States for each month 
Ind & commencing January 1, 1951, and monthly thereafter as instructed by NPA. 
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(d) A producer shall report to NPA, as instructed, on the fifteenth day of 
each month by telegram the information required by paragraph (d) of section 
6 of this order. 

(e) All persons subject to this order shall make such other reports as may 
be required subject to approval by the Bureau of the Budget in accordance 
with the Federal Reports Act of 1942 (5 U.S. C. 139-139 f). 

Sec. 8. Applications for adjustment or -erception. Any person affected by 
any provision of this order may file with NPA a request for adjustment or 
exception upon the ground that such provision works an undue or exceptional 
hardship upon him not suffered generally by others in the same trade or industry, 
or that its enforcement against him would not be in the interest of the national! 
defense or in the public interest. In examining requests for adjustment claim 
ing that the public interest is prejudiced by the application of any provision 
of this order, consideration will be given to the requirements of public health 
and safety, civilian defense, and dislocation of labor and resulting unemploy 
ment that would impair the defense program. Each request shall be in writing, 
shall set forth all partinent facts and the nature of the relief sought, and 
shall state the justification therefor. 

Sec. 9. Communications. All communications concerning this order shall be 
addressed to the National Production Authority, Washington 25, D. C., Ref: 
M-72. 

Sec. 10. Records. Each person participating in any transaction covered by 
this order shall keep and preserve, for as long as this or any suecessor order 
shall remain in effect and for 2 years thereafter, accurate and complete records 
of receipts, deliveries, inventories, and use of chemical wood pulp of all grades, 
in sufficient detail to permit an audit that determines for each transaction that 
the provisions of this order have been met. This requirement does not specify 
any particular accounting method and does not require alteration of the system 
of records customarily maintained, provided such records supply an adequate 
basis for audit. Reeords may be retained in the form of microfilm or other 
photographie copies instead of the originals. 

Sec. 11. Audit and inspection. All records required by this order shall be 
nade available at the usual place of business where maintained for inspection 
and audit by duly authorized representatives of the NPA. 

Sec. 12. Violations. Any person who willfully violates any provision of this 
vrder or any other order or regulation of the NPA or who willfully conceals a ma- 
terial fact or furnishes false information in the course of operation under this 
order is guilty of a crime and, upon conviction, may be punished by fine or 
imprisonment or both. In addition, administrative action may be taken against 
any such person to suspend his privilege of making or receiving further deliveries 
of materials or using facilities under priority or allocation control and to de 
prive him of further priorities assistance. 

Nore: All reporting and record-keeping requirements of this order have been approved 
by the Bureau of the Budget in accordance with the Federal Reports Act of 1942. 

This order, except where otherwise specifically provided, shall take effect on 
July 1, 1951. 

NATIONAL Propuction AtWTHOoRITY, 
MANLY FLEISCHMANN, Administrator. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, July 19, 1951. 
Hon, LINDLEY BEcKWORTH, 
House of Representatives, 
Washington, D.C. 

DeAR CONGRESSMAN BecKworTH: We have just received final figures on news- 

print consumption and supply for the first 6 months of this year, and I thought 
they might be of interest to you. 


First 6 months’ 

supply (tons) 
From Canada__ 2, 383, 714 
From Europe__-- 92, 420 
United States 550, 468 


Supply : ee 3, 026, 602 
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Total supply 
Total United States consumy 


Supply over consumption 
Very truly yours, 

G. J. TIcouLat, 

Deputy Assistant Administrator, 


Chemical, Rubber and Forest Products Bureau. 


x) p. m., the hearing was recessed until 10 


(Whereupon, at 12:: 
a.m., Wednesday, June 20, 1951.) 
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WEDNESDAY, JUNE 20, 1951 


House or REPRESENTATIVES, ° 
SPECIAL SUBCOMMITTEE OF THE COMMITTEE ON 
INTERSTATE AND Foreign ComMeERCE, 
Washington, D.C. 


The special subcommittee met, pursuant to recess, at 10 a. m., in 
room 1334, New House Office Building, Hon. Lindley Beckworth 
(chairman of the special subcommittee) presiding. 

Present: Representatives Beckworth, Harris, Heller, Wolverton, 
and Dolliver. 

Mr. Beckwortu. The subcommittee will come to order. 

The first witness we shall have this morning is Mr. Arthur Treanor. 

Will you identify yourself for the record, please ? 


STATEMENT OF ARTHUR R. TREANOR, DIRECTOR, PRINTING AND 
PUBLISHING DIVISION, NATIONAL PRODUCTION AUTHORITY 


Mr. Treanor. I am Arthur R. Treanor, Director of the Printing 
and Publishing Division of the National Production Authority. 

Mr. Beckwortn. You may proceed, Mr. Treanor. 

Mr. Treanor. I have a prepared statement as requested, relating 
to this subject. 

Until the announcement of the increase in the Canadian newsprint 
price obscured the issue, demand for and supply of paper were close 
to a balance. Conservation plans of the Division seemed likely to 
bring demand comfortably below supply. With little knowledge of 
the cross currents which may flow from the price situation we cannot 
forecast the future at this moment. As of May 31, the eve of the 
price announcement, newsprint promised approximately 6,000,000 
tons as the 1951 total of production and imports, and also of probable 
consumption. 

There was also close to a balance of demand and supply for other 
varieties of printing paper. 

In the commercial printing field there were allotments but no gen- 
uine pinch. Printers had fo shop for paper, but they were getting it. 
In books there was ample paper except for small quantities of Bible 
paper—solved by the Division by securing supplies of titanium—and 
for some book publishers who used newsprint and had not covered 
their requirements by contract. The larger and longer-established 
magazine companies were quite comfortable under their paper con- 
tracts; the only magazines which appealed for aid were those smaller 
and newer established units printed by printers whose newsprint 
sources were shrunken or lost. The extra paper demands of the 
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mobilization for defense had thus far been met by increases in pro- 
duction on both sides of the border. 

Into this fairly stabilized picture came the bombshell of the price- 
increase announcement. Much as it will harm and disorganize 
American newspapers, it must be considered as much more than a 
direct hit. 

In an economy even of only partial price controls, it will be difficult 
to justify paying more for newsprint produced in Canada than to 
our own mills. It flows from this that it will be di ‘ult to grant 
increases@o American newsprint makers and deny increases to 
American makers of other varieties of paper. 

The repercussions must reach not only every newspaper, but every 
magazine, every book publisher, every printer and buyer of printing 
in the land. 

We have been asked by your committee to report most directly on 
newsprint and newspapers; and first, as to the importance of news- 
print and its price to the newspapers. Few daily newspapers on 
the average spend less than 15 percent of operating cost for newsprint. 
For those over 100,000 circulation, the percentage rises upward of 
38 percent. A $10 increase amounts to about 914 percent. The 
increase should not in most cases be covered by printing a lesser 
volume of news. It should not be covered by an increase in price to 
the reader. The present 5-cent daily and 15-cent Sunday prices, 
in the judgment of most newspapers, are about as high as the public 
will pay without resistance. It probably must be secured by a 
further increase in advertising rates above recent increases brought 
about by rising labor scales and the still fairly recent $6 Increase in 
newsprint. 

This increase in advertising rates will not be small. Since it 
covers all the paper used, but can only be applied to the space devoted 
to advertising, it will probably average about 1414 percent. 

It then becomes for the merchant and manufacturer on whom it is 
assessed, an additional cost of doing business and a new contributor to 
the price spiral. 

We recognize that we have no voice or place in price decisions, but 
your committee has asked our opinion of their possible effects from 
a financial standpoint, which we have presented. You ask us further 
for our opinion as to the effects on supply. 

That comes down to possible Canadian action, and is much more 
difficult to forecast. We do not expect any ciminution in the supply 
of paper produced in the United States, and we do not believe very 
much more paper can be produced from our existing plant. 

According to newspaper accounts, the Canadians promise three 
things if the price increase is prevented or watered down: First, that 
they will consider all United States contracts canceled; second, that 
they will sell their newsprint in the much higher world market; and, 
third, that they will sell their pulp in the world market at a higher 
price than they are asking us for newsprint. 

How far they can go in Nos, 2 and 3 can be more expertly appraised 
for you by Pulp and Paper Division of National Production Authority. 
Our own less-informed view is that these two markets, while presently 
confusing and difficult to understand, would be quieted and surfeited 
by relatively small additional amounts of newsprint and of pulp, and 
that the overwhelming percentage of Canada’s pulp and paper capac- 
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ity must be marketed in this country as the only place able either to 
consume it or pay for it. 

The world export-import picture in newsprint is a simple one. Only 
six countries—Canada, Britain, Finland, Norway, Sweden, and Ger- 
many—have ever exported as much as 100,000 tons in any year. Only 
four countries—United States, Argentine, Britain, and Australia— 
have ever imported as much as 100,000 tons in any year. 

During 1950, the world produced 9,739,250 tons of newsprint. The 
total imports of all the countries in the world other than the United 
States totaled only 1,152,950 tons, or 11.8 percent of that production. 

The major fact in world newsprint is still and will continue to be 
United States consumption of Canadian production. 

Our consumption of newsprint is one of the more dynamic portions 
of our economy. We are a newspaper-reading country, 

Despite remarkable increases in newspaper circulations and in num- 
bers of pages, our appetite for them continues unsatisfied. In 1915 
we averaged 30 pounds of newsprint per capita; except for a recession 
during the newsprint rationing of the last war, we have advanced 
ste: adily to 1950's figure of 77.7 pounds per capita, 

In 1915 we consumed 1,509,000 tons of newsprint, 78 percent ot 
which we ourselves produced. In 1950, we consumed 5,936,941 tons, 
of which we produced only 17 percent and Canada produced 80 per- 
cent, 

Our need for newsprint should continue and grow, and our future 
supply represents a serious problem for the publishing industry. 

We have said that up to May 31, demand and supply were in close 
balance. That does not mean that we have not had to deal with in- 
stanees of distress. 

There are 13,900 newspapers in this country—1,900 of them dailies 
of greater or less size; 3,000 magazine publishers, 2.000 book pub- 
lishers, and 25,000 commercial printers. In an industry of that size, 
some are bound to run into misfortune; there is a certain percentage 
of inexperienced management, and even some experienced publishers 
and printers got caught in the quickly tightening paper market of 
the past 12 months. 

Rather remarkably, most of the difficulties—whether of newspapers, 
magazines, or edition printers—have found newsprint the wanted 
commodity. It has been the hardest to secure, for us as well as for 
them. 

Up to the point where we are compelled to adopt them, our Divi- 
sion is opposed to limitation orders. If it be ceiatble, we should like 
to keep publishing an uncontrolled industry. 

This viewpoint, of course, has made much harder the task of reliev- 
ing distress cases, almost all of which have involved what would be 

‘alled the smallest of small industries. More than a majority of them 
have been labor papers, religious papers, and the Negro press. 

Because we are acting for the Government of the United States, and 
are obligated to treat each case fairly and equitably, a rigid set of 
standards based on our experiences of the last war were set up and 
approved. 

The major portion of the available paper for relief is provided by 
a group of larger city publishers, so that no publication should dis- 
continue for lack of a moderate amount of newsprint, 
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At times we have been able, on the telephone, to secure small amounts 
of paper for small publications from the larger papers in their own 
cities, and at still other times from newsprint mills. 

Your committee asks our plans, if there be a curtailment of produc- 
tion, to take care of equitable distribution. There is but one answer, 
in our opinion: We must then put a limitation order into effect. 

Mr. Becxworrn. Mr. Treanor, up to date, no person in the news- 
paper business or the printing or publishing business of any type has 
been forced to go out of business, that you know of, because he could 
not get a supply of paper? 

Mr. Treanor. No one has, Mr. Chairman, and we hope that no one 
will have to. 

Mr. Beckworrtn. How many cases of a distress nature have you 
handled ¢ 

Mr. Treanor. I think all told, we have not had more than 20 appli- 

‘ations, and up to date we have handled about 8. Others are pending. 

Mr. Beckwortn. How many others do you suppose are pending ‘ 

Mr. Treanor. At the moment, not more than 10 or 12. 

Mr. Becxworrn. So in the main, there has been an exceedingly 
small percentage of the people that have had this trouble? 

Mr. Treanor. A very, very small percentage. 

Mr. Beckwortu. In the event a small weekly paper out in the rural 
areas, rather far removed from the city, gets into difficulty, what is 
your procedure there to help them to get straight / 

Mr. Treanor. Mr. Chairman, some time ago, I went to New York 
and met a number of the larger publishers during the NPA meet- 
ing, I laid this situation before them and indicated that it was very 
possible we would have a number of requests for relief. I urged them 
when they came, in view of the fact that we are not in a wartime econo- 
my as we were the last time we all met here, that it was their responsi- 
bility to see that nobody went out of business, and I secured from a 
considerable group a promise that if anything came up, they would 
help out; and that is the way we are operating. If something should 
happen in Texas, I would call some friend out there and say, “Now, 
you take care of it.” 

The first case we had was in California, a labor paper was in dis- 
tress, and we called out there, and one of the daily papers took care 
of the matter. 

They all at the moment are very anxious to have nothing happen 
that would let any paper suspend or go out of business. 

Mr. Beckwortn. Do you foresee an immediate tightening of the 
situation in such a manner that the number of the applications or 
cases coming to you would appreciably increase ? 

Mr. Treanor. I do not think that they will, Mr. Beckworth. There 
are so many things that have developed in the situation recently, 
including the price increase, and our own efforts to inaugurate a new 
salvage campaign, which should be helpful. 

Mr. Becxworrn. Are you familiar with the figures that Mr. Ticou- 
lat. gave us yesterday ? 

Mr. Treanor. Yes, I am, in a general way familiar with them. 
We work together very closely. 

Mr. Beckwortu. And you subscribe to them’ They are about your 
estimates, I assume, too? 























Hae 






os 
cS 
; 
A 
4 
a 




































Fane 





2s 
Fie 






patting Sree 





NEWSPRINT INVESTIGATION 241 


Mr. Treanor. They are based a good deal on our figures; I think 
that you will see he quoted our Division. 

Mr. Beckworrn. You mentioned standards that you have set up, 
and would you mind supplying for the committee a copy of those 
standards ¢ 

Mr. Treanor. I would be very happy to. I do not think that we 
have them here. 

We will get them for you, Mr. Beckworth. If you will recall, dur- 
ing the last war, we had quite a number of sessions on them with 
this committee as soon as I came down here this year we immediately 
took them up and worked out the best, and we would be very glad 
to give you the standards. Also, our procedure in the cases, which 
I think you would be interested in. 

Mr. Beckworrn. Unquestionably, the experience that you had be- 
fore should enable you to know how to meet certain situations much 
more capably than you did then. 

Mr. Treanor. Well, it was certainly very helpful. We went all 
through the records and all throngh the decisions, and we were able 
to proceed, we think, in a good direction. 

(The matter referred to above is as follows :) 

The tonnage granted in each case will be the minimum which will assure: 

1. Relief for unforeseen, unusual, extraordinary conditions where undue and 
excessive hardship are proved. 

2. Reasonable newspaper circulation service to meet a substantiated demand 


in areas where abnormal population growth has been caused by military or other 
necessary Government projects. 

3. Recognition of new publications for limited amounts of tonnage, and like- 
wise for publications begun in 1950, 

4. Service for increase of membership in a labor, religious or fraternal organi- 
zation Maintaining a regular publication whose subscription price is included 
in dues. 

Mr. Beckworrn. Are there any other questions ? 

Mr. Dotiiver. I want to explore just one paragraph that you have 
on page 3, which points up a very serious problem, it seems to me. It 
is as follows: 

In 1915, we consumed 1,509,000 tons of newsprint, 78 percent of which we our- 
selves produced. In 1950, we consumed 5,936,941 tons, of which we produced 
only 17 percent and Canada produced 80 percent. 

That reveals, in the last 35 years, a tremendous shift of the produc- 
tion of newsprint from the United States to our neighbor on the north, 
Canada. It is rather startling to me, I confess. 

Would you develop that, and explain what the reasons are and how 
that all took place and why it happened ¢ 

Mr. Treanor. Well, Mr. Dolliver, that is a most startling condi- 
tion, and it developed from a number of reasons, but primarily the 
American mills went into other papers which were more profitable. 
Canada had its available supply of woods for newsprint, and they 
stepped into the picture and began to take over. 

You might be quite interested in a remark I made before the Inter- 
national Circulation Managers Association yesterday, which had its 
annual convention, in which I said that I thought it was up to the 
people of this country to develop newsprint; that it was a very strange 
thing, in our national economy, that we are now in a business of buy- 
ing practically $700 million worth of newsprint, five-sixths of it from 
another country, and we do not have on a thing as a purchasing 
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agent in this country to even discuss the price. It is just announced, 
and that is all there is to it. 

We have at the moment two very successful mills, as you know, one 
in Texas and one in the Coosa Valley i in Alabama, which is the only 
national effort we have made since the trend among our own manu 
facturers toward coated papers and finer papers took them out of the 
newsprint field. 

Mr. Dotutver. Let us get into that phase of it a little more carefully 
for just a moment. You say there that the American manufacturers 
went out of the newsprint business and into the production of mor 
profitable lines of paper, and would you elaborate on that? What ar 
those lines ¢ 

Mr. Treanor. Well, they are the lines that are used in books, and 
in fine magazines, and in stationery, and general usage outside of 
newsprint and outside of the newspaper itself. All of the other things 
that you see there. 

Mr. Dotiiver. Would kraft paper be included there? 

Mr. Treanor. Yes, and newsprint sells lower than any of them, and 
for a great many years there was no profit in newsprint. If you 
will go back to the reports around 1915, the price of newsprint was 
very low, and the mills were making nothing, se—— 

Mr. Dotutver. Was that on account of the competitive situation in 
the field ¢ 

Mr. Treanor. Yes, it was entirely a competitive situation. There 
were lots of small mills, and they were all working to keep going, ani 
the price in those days was something like $40 a ton, which was less 
than they could operate at. 

Now, where Canada has a great advantage over us, as you know, is 
in its supply of wood away up in the northern part of Canada, an 
unlimited supply, something like 1,000 years, we are told. But we 
have also seen in Texas—and the chairman can tell you about that— 
a very fine operation of newsprint which has developed there. 

Mr. Douiiver. Of course, wood is a replaceable resource, if you wil! 
give it time enough to grow; and you can grow a forest, even when you 
have cut it off. 

Mr. Treanor. In the South, we have taken jack pine, and it grows 
in 5 or 6 years, and it is very satisfactory. 

Mr. Becxwortu. If the gentleman will yield there. 

Unquestionably, that is an advantage that we have in parts of our 
Nation that the Canadians do not have, and trees do grow much more 
rapidly in our section than in parts of Canada. 

Mr. Treanor. We can get good growths in the South in 6 years. 

Mr. Beckwortnu. Sufficient to use it for wood pulp? 

Mr. Treanor. Sufficient to use for wood pulp and to make a good 
grade of paper. 

You might be interested, Mr. Dolliver, in just this little hurried 
summary of the conditions about new sprint. 

In 1941, we used 3,929,000 tons, at a cost of $50 a ton, a total cost of 
$196,488,650. 

Now, I will a details for the years and bring you up to 1950, 
when we used 5,956,941 tons, at a cost of $106 a ton, or a total cost of 
$629,515,746. I think it is one of the most 

Mr. Doxtiver. It is a startling thing. 
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Mr. Treanor. It is one of the most startling things that we have had 
to consider. And this year, with the addition of $10 a ton which 
Canada has named, you can almost make that a $700,000,000 industry. 

Mr. Dotutver. Let me ask you this: When this transformation took 
place in these last 35 years, was that a sudden transformation or was it 
a gradual one ¢ 

‘Mr. Treanor. It was a gradual one, and each year American mills 
went out and American money was invested in Canada. 

Mr. Dotaiver. That is the point that I would like to bring out. 

Mr. Treanor. That is a difficult point to establish thoroughly, but 
we do know, of course, that American money was invested in Canadian 
mills. 

Mr. Dotiiver. What was the reason for American capital going 
out of the United States to go into the Canadian newsprint business ¢ 

Mr. Treanor. The capital that was engaged in use in this country 
was going into the other grades profitably. They saw an opportunity 
to go into Canada and buy those mills and an interest in those mills, 
at a very low rate, and then develop them. And they have developed 
them to a tremendous degree. I do not know the details of this de- 
velopment. 

Mr. Dotniver. Do you think that the competitive situation, or 
rather, the lack of competition among the Canadian mills, was one of 
the reasons for American capital seeking that outlet ¢ 

Mr. Treanor. I could not answer that, Mr. Dolliver. Those things 
happened slowly and evenly, and at that time newspapers paid little 
attention to their newsprint, and we just bought it cheaply. 

Mr. Dotiiver. Wherever they could find it on the market, 1 suppose. 

Mr. Treanor. There was no difficulty finding it, and they came 
through and sold it to you at a very reasonable rate, and I can re- 
member when it used to be delivered to you in your warehouse and 
you paid for it as you used it. That was the situation. 

Now it is entirely different. 

Mr. Dotuiver. The fact is that some of the larger newspapers in 
the country, the dailies, have actually gone into the manufacture of 
Canadian newsprint for their own usage: is that not true / 

Mr. Treanor. That is correct, Mr. Dolliver. 

Mr. Dotiiver. What percentage of the Canadian newsprint is so 
allocated to these newspapers that own the production facilities / 

Mr. Treanor. These newspapers that own an interest in these 
plants are not many in number, but their output is considerable. 
During the last war, their ownership did not give them any prior 
rights. It was all allocated by the Canadian Government; and in 
ordinary circumstances it is quite natural the sales manager of the 
mill makes the contract with the owning newspaper for the great 
bulk of their paper. 

Now, some papers have bought mills within the last 3 years, but 
they are still continuing contracts with the old customers, as a matter 
of policy and good judgment. 

Mr. Dotutver. I suppose the obvious purpose of such purchase is 
to get an-assured supply of newsprint for their own publications, 
is that not true? 

Mr. Treanor. That is the sole purpose, really. Anything they 
make on the side is incidental. They want to secure a supply for 
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the future, which is a great problem with the American press today, 
to know just how safe they are in the years to come. 

I have shown you the figures of the growth of the use, 2 million 
tons in 7 years; and each year, despite the fact that there are fewer 
daily newspapers, the consumption of newsprint has grown. 

Mr. Douttiiver. You referred to the fact that there was a recent 
jump in price of $10 a ton for Canadian newsprint. Was that a 
concerted action on the part of all of the newsprint producers in 
Canada, or have they all followed suit now ? 

Mr. Treanor. The practice in Canada is for somebody to announce 
an increase in price, and then within a few days others agree to that 
increase; and [ think at the moment, while the Abitibi Co. started 
this, it was the Powell River Co. in Vancouver which started the 
one last October. 

Mr. Detuiver. Yesterday, we questioned Mr. Ticoulat about one 
thing, wnich was this differential in price between the newsprint in 
the Western Hemisphere in the United States and Canada, as be- 
tween that price of $116 a ton now, and the price in Europe of $250 
to $350 a ton. Do you have any comments to make upon that? 

Mr. Treanor. All I can say about that foreign price of newsprint 
is what I have run across and heard about. Naturally, there is a short- 
age in Europe. There is a shortage in Asia, and there is a shortage all 
over the world in newsprint due to a number of reasons, and one of 
them was there was no money there a few years ago, and now they 
have a little money, and they are willing to pay any price to get 
paper. American dollars are available in some of those countries, 
and they are willing to use them. 

Canada is sending some newsprint to those countries at a better 
price than they are getting in this country. 

Mr. Doturver. Are they doing that at the expense of the American 
market, that is, supplying that higher priced market across the water 
in preference to the American market, do you think? 

Mr. Treanor. They cannot be doing it in any other way; but they 
are also trying to protect their other markets. With the present ce- 
mand, if we do not get it at $116 and they sell it somewhere else at 1 
higher price, it is at our expense, excepting those tonnages that we have 
approved for State Department uses in the different countries, and that 
is being paid for. The State Department has approved some, and 
of course, Canada did have, prior to this year, some contractual re 
dationships abroad. In England, a year or 2 years ago, the Govern- 
ment canceled those, and last year they reinstated them. The amount 
of Canadian shipments abroad over the years are given here. From 
1947 to 1949, in the smaller countries of Central America, it totaled 
47,000 average; but this year, we calculated in our Division that Can- 
ada was going to sell 360,000 tons to England and other countries 
abroad, in accordance with the reinstatements of the contracts that 
were canceled earlier by the Labor Government in Great Britain, and 
also some in Australia. ' 

Mr. Dotutver. Do you know what the occasion was or the reason 
for the cancellation of those contracts by the Labor Government / 

Mr. Treanor. I would not want to say, Mr. Dolliver. There are a 
lot of different stories in that, and what the actual one was, I wouldn't 
want to say, whether it was financial or not. The British press, as you 
know, is down to four and six pages, and has been since the last war. 
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Klay, Mr. Dotarver. Did it have anything to do with the competition of 
Canadian newsprint with the European newsprint ¢ 
Ilion = Mr. Treanor. No; I do not feel that: no, sir. 
ewer ie Mr. Douurver. You do not agree with that? 
Pa Mr. Treanor. No. 
cent Mr. Dotxiver. Actually, is it not the fact, Mr. Treanor, that the 
ata — United States holds the whip-hand on the production of Canadian 
‘Ss in | newsprint because of the fact that they get the major supply of 
% sulfur from this country ? 
unce Mr. Treanor. Yes. If Canada does not get sulfur, they cannot make 
that Re newsprint. 
rted im Mr. Dotuiver. And they get most of their sulfur from the United 
the 4 States ? 
| Mr. Treanor. The overwhelming percentage; yes. 
on Mr. Dotiiver. So, really, from that standpoint, the United States 
a authorities are in position to do something, that is, retaliatory action, 


be. if that becomes necessary. 


Mr. Treanor. They have got a good sales talk. 
Mr. Douutver. At least it is a talking point, is it not? 
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a 
rint ie Mr. Treanor. There is no doubt of it: it is a talking point. 
Ort a Mr. Donuiver. You say you believe that there ought to be every 
e all a effort made to reinstate and reestablish the production of newsprint 
e of | __ inthe United States. Do you have any suggestions or any thoughits 
they & '  orany plans as to how that might be done? 
cl Mr. Treanor. Well, it takes a great deal of money, Mr. Dolliver, to 
ries, Be build a mill. 

ER Mr. Dotuiver. How much? 
ter Mr. Treanor. About $60 million to build an adequate mill at this 
| = time. Now, $60 million is a lot of money in one way, but in a country 
can | ~—s ike this it is not. Newspapermen are discussing these phases every 
ater ue time they get together. A month ago Mr. Richard W. Slocum, the 

general manager of the Philadelphia Bulletin, made a speech before 
ey — —  anewspaper association in which he outlined the great necessity, from 
ct | the point of view of our own balanced economy, of having more mills 
ita Be inthis country. Yesterday I spoke before the International Circula- 
ave I tion Managers Association, and I asked them to go back and tell their 
hat ' — bosses—and they are a very effective group, as you know—that they 
and FF  — ought to give consideration to going south and putting in some more 
re mills. 
rn- There is some discussion that the Bowater interests of England are 
unt thinking about going south, but it is a fact that in all of the cer- 
“om tificates of necessity that have come before the NPA, there has not 
led Ry been one penny asked for a newsprint plant. 
an- The only suggestion I can make is that we keep on talking about 
ries it, and showing that it is now a profitable investment. The earnings, 
hat eS net and gross, of most of the Canadian mills last year were very 
und Re satisfactory from any standpoint you look at. They were not satis- 

q factory 20 years ago, but they have now got to a point that they 
son can meet current wage scales, wood costs, and all other things; and 
| Ee. at $106, which was the price last year, they made a very comfortable 
ea & profit. 
in’t : _ That being the case, we should be able to interest our own capital 
you In it. 
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Mr. Doi. iver. Yesterday, I called Mr. Ticoulat’s attention to an 
article appearing in the Editor and Publisher of June 8, 1951, which 
referred to the development of certain hardwoods, birch, I think, 
was one, and aspen, in northern New York, a process which has been 
developed by the forest department of the Agricultural School of 
New York. Are you familiar with the process there ? 

Mr. Treanor. Mr. Dolliver, I know nothing, to speak of, of the pro- 
duction end at all. Mr. Ticoulat is a very, very capable man in that 
line, and he knows it. My interests have always been in the newspaper 
and publishing end, and we were only concerned with getting the 
supply. 

I do often wonder why, when we are making so much progress on 
so many things, we cannot develop something that will help us to 
get a supply of ground wood for paper making that meets our own 
forest conditions, and I believe the Department of Forestry has done 
some work, particularly in Alaska, along those lines. 

It just needs somebody to take a hold of it and fight it through. 

Mr. Douiiver. Actually, there is no newsprint production or paper 
production in Alaska at this time? 

Mr. Treanor. There isn’t a thing. 

Mr. Dotutver. But there are magnificent and almost inexhaustible 
resources of timber up there that is suitable for it, and water power 
and ample water supply for the making of paper: is that true? 

Mr. Treanor. I understand the one serious question would be trans- 
portation, but those matters can be worked out in the course of time. 

Mr. Doiwiver. Of course, there is another matter that I have re- 
ferred to with other witnesses, and that is the development of other 
sources of raw material, such as the waste material from farming, 
cornstalks, corncobs, the bagasse from sugarcane, and other related 
materials, and it seems to me some way ought to be found, as you 
suggest, through further chemical research on that. 

Mr. Treanor. Up to date, we have tried those things, and nothing 
has yet been found. But that is not any reason that ultimately we 
“annot use those things. 

Mr. Dotiiver. Of course, from the testimony we have heard, the 
basic material in newsprint and other papers, one of the basic mate- 
rials at least, is cellulose, which is the major chemical content of many 
of these agricultural waste materials. 

I have just one other line of questioning, and then IT will be through. 
I just want to bring out one other matter in connection with this very 
paragraph that I read at the beginning. 

In connection with the transfer of all of this great industry from 
the United States to Canada, it seems to me, if i read history right, 
was due to a great movement on foot in the early part of the century 
in this country for the preservation of our forests, a conservation of 
natural resources. 

Now, do you think that movement for conservation of wood re- 
sources and forest resources had anything to do with the transfer of 
this wood-consuming industry from the United States to Canada ? 

Mr. Treanor. Mr. Dolliver, I do not think that I am competent to 
answer it, but I will guess, and my guess is “No.” 

Mr. Dotutver. Thank you; that is all, Mr. Chairman. 

Mr. Treanor. I would like to give you one additional bit of in- 
formation. 
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Mr. Dortiver. I did not mean to cut you off. 
Mr. Treanor. I think out of yesterday’s meeting a little publicity 
occurred that may lead you toa wrong conclusion. I want to give the 
committee this statement of newsprint consumption and production 
in this country for the past 5 months, that is, of this year. United 
States consumption was 2,471,000 tons, and from Canada we received 
1,969,000 tons, and the United States production was 450,000 tons, mak- 
ing a grand total of supply of 2,420,000 tons and a usage of 2,471,000 
tons. In other words, we went into the bank 50,000 tons. That is 
just to bring the committee right up to the moment on the facts. 

- Mr. Harets. Mr. Dolliver has done such a splendid job with his 
questioning to you, Mr, ‘Treanor, and your answers have been so frank, 
that I do not have but one or two or three questions that I wanted 
to ask, 

One is, you mentioned about the cost of an additional newsprint 
mill or the cost involved in the construction of a newsprint mill being 
$60 million. What size mill did you have in mind for that type of 
project 

Mr. Treanor. I gave the figure on the strength of a statement given 
to me about the building of a new mill at Ducan’s Bay in the North- 
west. It is a 300-ton mill, per day, and that would be 90,000 tons a 
year. 

Mr. Beexwortn. How many machines? 

Mr. Treanor. It is a two-machine mill, Mr. Beckworth. And that 
mill is now being built, and would be very helpful in that western 
coast region, because even Texas gets some paper from there. 

Mr. Harris. When do you anticipate completion ? 

Mr. Treanor. It will be finished the latter part of 1952, I believe. 

Mr. Harris. Will one of the machines be in production before then ? 

Mr. Treanor. No. They plan to have it opened late in the fall 
of 1952, with their wood supply and everything else available. 

Mr. Harris. What kind of wood do they anticipate using? 

Mr. Treanor. They will use that Northwest fir and tamarack. 

Mr. Harris. Have you had any information that any would be 
brought down from Alaska ? 

Mr. Treanor. No. I do not think that Crown-Zellerbach, who are 
building that mill, have any plans on bringing any from Alaska. I 
think they have their own sites up there, their own land. 

Mr. Harris. They have their own timber available / 

Mr. Treanor. Yes, and they have contracted for additional timber. 

Mr. Harris. What company is it? 

Mr. Treanor. The Crown-Zellerbach; it is a very large and a very 
fine company on the west coast. 

Mr. Harris. Do they have other newsprint production ¢ 

Mr. Treanor. Yes, they have one in Washington or Oregon and 
then they have general paper production, also. They have one at 
Port Angeles, Wash. 

Mr. Harris. What is the size of the mill at Lufkin, Tex.? 

Mr. Treanor. Mr. Beckworth, do you know whether they put that 
third machine in? I think they have just a two-machine mill. It is 
100,000 tons. It is a very well-operated mill, and it gives a very good 
supply of paper and quality of paper. 
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Mr. Harris. In other words, in a two-machine mill, such as the one 
at Lufkin, Tex., they produce 100,000 tons; and in a two-machine mil! 
in the Northwest they will produce 300,000 tons ¢ 

Mr. Treanor. No; I did not mean that. I said 90,000 tons. And 
of course, when you are projecting a plant, it pays to be a little con- 
servative; and after they are operating and get their wood supplies 
and get to working good, they may go easily to that point. I think 
Lufkin did not produce 100,000 at all 5 years ago. I think it was 
nearer to 60,000. 

Mr. Harris. | recall a visit the Special Committee on Newsprint 
made to Lufkin about 1944, and there was only one machine at that 
time in operation. I had the pleasure of making that trip with the 
committee, and I observed its operations, and I wondered why the 
cost is so much greater. I know that all costs are greater, but as | 
recall the figure that was given to us back there, the cost of this mill 
was not anything like half of the amount that you have suggested with 
reference to the mill under construction out in the Northwest. 

Mr. Treanor. Mr. Harris, that was in 1944, was it not ? 

Mr. Harris. Yes; | believe it was. 

Mr. Treanor. Well, costs in 1944 to 1951 have changed a great 
deal in every line. 

Lufkin was projected along about many years before you were 
there, at a very low cost, and some of it was in the depression days. 

Now, the Crown-Zellerbach people, I think, have found that their 
earlier figures have gone away out of sight, with labor and machinery 
and all of that. I doubt that they will finish it for $60 million, but 
we will see. 


Mr. Harris. That very likely is the reason that you have had no 
application for a newsprint mill in any other place. 

Mr. Treanor. That is one of the reasons, but still, I think that this 
country ought to go into this thing on a scale of an intelligent pro- 
motion; and to go back to what I said before, I do not think we should 
be a $700 million customer of yours or mine without having a little bit 


more to say. 

Mr. Harris. I certainly share that expression, and that, to me, is a 
sound principle to pursue. And I feel, as vou do, that some definite 
and positive action should be taken in this country to relieve the 
situation that we find ourselves in, and have for a long time. 

In your statement, vou said that according to newspaper accounts 
Canadians promise three things if the price increase is prevented 
or watered down; and that seems like somewhat of a threat, to me. 
and I wonder if Iam wrong in that interpretation ¢ 

Mr. Treanor. I do not think you are. 

Mr. Harris. Why do we not in this country promise about three 
things in reference to sulfur ¢ 

Mr. Treanor. Well, you are a Congressman, and I am just a direc 
tor of a little division up there, and you have got a lot more to say 
about it. 

Mr. Harris. You have a very responsible and important position 
on this whole matter, and it seems to me that the policy of this coun- 
try should be to just as firm with others as they appear to be with us. 

Mr. Treanor. When you play poker, you have got an ace in the 
hole, and you respect it: do you not ¢ 

Mr. Harris. We certainly have got one if we will use it. 
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Mr. Treanor. Maybe that was not a good expression, but still, I 
know Mr. Beckworth can understand it. 

Mr. Harris. I am not a very good poker player. 

Mr. Treanor. I understand, Mr. Harris, that that matter has now 
vone to the head of the War Mobilization Agency, Mr. Wilson. 

Mr. Harris. Expressing my own personal feelings about it, I sin- 
cerely hope that the proper position will be made known because it 
seems to me incredible that we will permit a huge economic problem 
of this kind to be run by some other government even though we 
do have the friendliest relations. But, at the same time, if other 
countries expect our help and cooperation and assistance, we should at 
the same time receive equal cooperation in matters of Importance to us. 

Mr. Treanor. I think I agree, and I would say further, speaking 
more or less personally, that this increase will cost American news- 
papers about $60 million a year, at this time when we are not exactly 
certain what is going to happen even in any particular field. I feel 
that the newspapers of the country and the publishing interests would 
have been very willing to have accepted an increase in newsprint. 1 
think that they would have liked to have been told, “Well, boys, you 
have been good fellows all along, and it is costing us a little more. and 
what de you thing about a slight rise.” and I think that that is the 
way most of us do business. 

Mr. Harris. I think we are going to hear a lot from this type of 
procedure, permitting increases in the costs of the product which 
comes from Canada but placing a price freeze on the production in our 
own country. That not only applies to newsprint but pulp for news- 
print as well as in the kraft industry, too. 

Mr. Dotiiver. I just want to make the comment that the S60 
million extra that it is costing this industry in price increase is just the 
amount that vou suggested would require to build a new mill. 

Mr. Treanor. That is right. 

Mr. Harris. Thank you very much, Mr. Treanor. 

Mr. Beexworrn. In your conversation with people about the need 
for building additional newsprint manufacturing capacity im this 
country, have you ever had occasion to discuss the question of taxes 

s they effect expanding businesses of this type ¢ 

Mir. Treanor. Well, that is one of the first things that they bring 
up: that is we get started and if we do make any money after a while 
we will not be able to save any, and to pay anything off. But that 
isn't a serious thing now. The serious thing, as I see it, is that there 
has been no concerted movement in this country by anvone—news- 
papers, magazines, legislators, statesmen, or anything of the kind—to 
bring home to the American people the great opportunity that this 
newsprint business affords. It has got out of the stage when it is not 
profitable; even with taxes we can make money. And it is going to 
lave to go into a stage where men of large finance will take an interest. 
and that is where it seems to stop. 

Mr. Breexwortn. In that connection I would hope that the tax 
authorities of our country would explore that kind of situation to the 
point where we could be sure that taxes do not offer an insurmountable 
handieap to the expansion even of plants that are in being. I have 
heard this thought expressed in the past: That there are some busi- 
nesses that are reluctant to increase their capacity, not just newsprint 
businesses but others, on the theory that, after they do that and they 
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borrow a lot of money, they still can recover annually no more thy 
they did; and if that kind of condition does exist, or is about to exis, 
of course it is understandable why we couldn’t dev elop this particula: 
industry more than it is developed now. 

Mr. Treanor. I think that you have got a very important obseryy. 
tion there: That if that could be made known something could |x 
defended along that line, because right now, with the situations x 
they are in so many fields, you need a little security in other line 


There is another thought back of all of this, gentlemen; that is very, p 


very important. We don’t know just how far the American press cy) 
take these increases. Now, the larger papers are no more immu 
from difficulty than some of the smaller ones, and you have alread 


seen about the passing of one newspaper in St. Louis, Mo. While IP 


do not know all of the details of that deal, I am certain that tly 
increased price of paper of $10 a ton had something to do with a pape 
that was having difficulty. 

One of the largest chain groups in this country published thei 
annual statement just a few days ago, and this amount of increas 
in the cost of newsprint is more than their entire profit of last year 
That puts something up to them. 

I know, as I have been in the ne wspaper business many years. 

Mr. Becxwortn. For the record, in that connection, could you saj 
to the committee just exactly what your background is. We know thai 
you have had lots of experience, but we would like to have it in th: 
record. 

Mr. Treanor. I will be glad to do that. 

I spent 45 years in the newspaper business in Michigan, with differ. 
ent newspapers, and finally ended up for the last 15 years as vic: 
president and editorial counsel of the Booth Newspapers; ani 
strangely enough, chairman of the labor committee. I happen to have 
handled all of the labor contracts. In the various “apacities from the 
beginning as a reporter until I finally retired in 1946 to get some rest, 
I had something to do with pretty nearly everything connected wit) 
newspapers and publications as they relate to the public, So, I hav 
seen lots of papers go out of business in Michigan when the financial 


pains were nothing like they are at this moment. I have seen a number 


of papers in Michigan reduced vitally. So, today there are only two 
morning newspapers in the State, and most of the cities have but one 
afternoon newspaper. 

Now, that condition is not unique in Michigan; that is the condition 
that has grown all over the United States for many years. So much 
so that a great many editors and newspapermen of long experience 
have begun to be alarmed about the mortality in newspaper ranks, ani 
are urging more lively weekly papers, even in big communities. You 
probably remember that Basil Walters, who is the ver y abie exec utive 
editor of the Knight new spapers, one in Miami and one in Detroit and 
one in Chicago and one in Akron, made a very remarkable speec!i 
before the journalistic class of the University of Michigan last fall 
in which he urged that newspapermen go into weeklies, strong wee! 
lies, so as to better present political and ‘public affairs. I think it was 
a great speech. Personally, I wrote him a letter about it, and I think 
that there is more in it than people are willing to accept. They would 
not require the great investment of a wonderful big building, but they 
would give a great brain an opportunity to be a constructive man in 
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his own community; and, with these increased costs of newsprint and 
of labor with which you are all familiar, and with every other col- 
lateral expense in publishing, we are facing a situation where we are 
bound to have less big papers. 

Mr. Beexworrn. Richt at that point, Mr. Stevenson, of our staff, 
has called my attention to this fact: that between 1929 and 1944 the 
net loss of papers in 15 years—di tily papers, I referred to—was 200 
papers, or 10 percent. 

Mr. Treanor. I certainly can believe that very readily, and I can 
almost vouch for that myself. 

Mr. Becxwortn. That takes into consideration the fact that there 
were many established during that time. 

Mr. Treanor. What was the figure that you gave? 

Mr. Becxwortn. Two hundred net loss of daily papers in the 15 
years. 

" Mr. Treanor. Our office records, as Mr. Lord just hands them to 
me, show that there were 714 dailies that folded from 1929 to 1951. 

Mr. Becxworrn. Those are different years. 

Mr. Treanor. It is a longer period, but it illustrates what I am try- 
ing to say: that all of these questions are very closely involved w ith 
the future of the press. 

Mr. Becxworrn. I think that you point up well one of the problems 
that we can finally encounter by continuous rises in the price of news- 
print. You mention that, if papers go to more than 15 cents on Sun- 
day and 5 cents on a weekday, there will be much public resistance to 
this. The thought comes into my mind: How many more rises could 
we have before that situation would be confronted ¢ 

Mr. Treanor. Well, you can’t have many more, I would say, from 
my newspaper experience. This increase of 914 percent in the cost 
of newsprint is a very big item. If newsprint is running 30 percent 
of our total outlay, it adds 914 percent or 3 percent more to the one 
item of newsprint cost. Now, when you get to dealing with the 
public, 5 cents is a natural figure nowadays, but 6 cents isn’t. Fifteen 
cents for Sunday might jump to 20; that will be the step. But un- 
doubtedly there is going to be resistance. 

Mr. Beckworrn. And then, of course, as efforts are made to absorb 
the additional cost in advertising and so forth, the limit to what 
business can go in paying for even advertising will be faced. 

Mr. Treanor. Mr. Beckworth, you can recall very well—and all 
of you gentlemen can, and I know Mr. Wolverton is very familiar 
with it— 25 years ago the papers in your towns and the metropolitan 
papers around your towns carried lots of ads of very small adver- 
tisers, fellows that were just starting in business, and you might 
have a little store around the corner and they would give a 3-inch ‘ad. 
Well, the prices on advertising, local prices on advertising, have in- 
creased so much in the last 20 years that you are having shopping 
news, sectional sheets, that are very poorly supplied with news, take 

care of that type of advertising. You will find that in Cleveland 
and Detroit—and I can name any number of cities—they are getting 
away from what you witnessed in your early days, when a newspaper 
carried not only the local news but all of the good local advertising. 
Every time you increase the price, you are decreasing the number of 
potential clients, and you are putting yourself more ‘and more where 
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you have got to depend upon the national advertising with the larger 
corporations. 

Now, that is good business, and it pays well, and you get your 
money for it, but it just does lack some of that local quality that you 
like. 

Mr. Beckwortu. I know in a personal way, of course, a Meniber 
of Congress represents a district that has in it a good many papers, 
daily papers and a good many weeklies, and naturally in_ politica! 
years they get considerable advertising, and the contrast there in 
a period of ‘D years is very, very pronounced, and I can vouch fo; 
that personally. 

Mr. Treanor. You study back just about 20 to 25 years and it js 
quite illuminating to see that the little stores are gradually passing 
out of the big papers. 

Mr. Beckwortrn. I have one other question. Do you foresee that 
producers of newsprint in this country, influenced by or perhaps just 
through the natural trend of the business practices, may go up con- 
sider: ably in their prices, regardless of what the Canadians do? 

Mr. Treanor. There is no question of it; they will go up. 1 think 
the American manufacturers have been very, very fair in showing 
Mr. DiSalle their statement of increased costs and what they really 
were entitled to under Order 22; but, as I say here, it would be en- 
tirely impossible to pay Canada $116 a ton for newsprint and be 
paying our own mills $110 a ton. I don’t believe it would work out 
very satisfactorily. 

Mr. Wotverron. Does Canada have any price control ? 

Mr. Treanor. They have recently turned over the control of their 
supply and shipments to a Government officer, Mr. Fowler, who was 
formerly president of the Canadian Newsprint Manufacturers As- 
sociation. But they have not adopted any Price Control Act. This 
last price change, has a history which is very brief. The initiative 
was started by the Abitibi, one of the largest and oldest companies, 
and within a few days Consolidated and others agreed with the price; 
and finally, when a complaint was registered, I believe the Govern- 
ment issued a formal statement that the Canadian Government had 
approved the price. My attorney tells me that Canada did pass the 
Price Control Act and they have the power, if they want to use it, but 
they didn’t use it. The initiative came from the plants. We were in 
Canada, Mr. Ticoulat and his division and myself and our division jus! 
about the last of April, and we discussed all of these things with the 
Canadians. In fact, I had been there in the last war, as Mr. Bee! 
worth will remember, when we had a little trouble. We really felt that 
everything was coming along very nicely, and they were agreeing to 
increase our production, which we were mostly concerned with. ani 
they agreed to give consideration to the Sunday workday, which the) 
have since incorporated in their wage contracts; and, while it is un- 
likely we will get much benefit out of that between now and the Ist of 
January, we may get a little. Their entire policy—Mr. Fowler had 
just made a Government official—was very, very cooperative. Canada 
knows without any question that without us their newsprint business 
is no good; but we know equally well that, as conditions now are, we 
have got to have Canada, and they are supplying five-sixths of our 
newsprint. So, the relationship between the two countries has to be 
one of extreme diplomacy. 
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Mr. Wotverron. Do I understand correctly that there is an agency 
in Canada that could control the price of newsprint ¢ 

Mr. TREANOR. That is in the price control act that was passed up 
there early in April. They can control anything, and it is a defense 
act. 

Mr. Worvertox. But they have not as yet put any price control on 
newsprint { i 

Mr. Treanor. No, not to my knowledge officially. 

Mr. Wotverron. Do they sell to their own domestic consumers at 
the same price as they sell to us? 

Mr. Treanor. Yes, it is $116 plus their local tax, and it grosses 
them at $122 but that includes their own provincial tax, and it is 
essentially the same price. 

Mr. Worverton. Do you know at what price they sell to Britain ? 

Mr. Treanor. 1 think the contract with Britain 1s $163, plus some 
overseas charges, and it is very difficult to know exactly those things 
and they don’t tell you, but we have seen in our office some shipment 
prices handled through a New York broker, out of Canada, for 
$230 a ton. That is what we call now the gray market and we used 
to call the black market, and that is shipments that go in that way. 
There have been shipments in the East that ran as high as $350 a ton, 
but they were very small, only one or two, I think. The gray market 
advertises all of the time, Mr. Wolverton, in the Editor and Pub- 
lisher. 

Mr. Wotverton. What explanation was given by Canada for the 
recent increase in price? 

Mr. Treanor. Increased cost, new labor scales which were made 
effective the 1st of May, plus one other thing, that they could utilize 
the same facilities in other lines and make a ereat deal of money, 
and that was advanced by one of the companies on the west coast. 
They are very much the same that we have almost always when an 
increase is made in any commodity. 

Mr. Wotverron. What is the history of the price of newsprint 
from Canada that we have obtained over a period of years? Could 
you give me the price at certain dates and when it was increased / 

Mr. Treanor. I think the price all of the way back is here. I can 
give it to you further back, but I didn’t know you would ask this 
question. In 1930 the actual Canadian newsprint price in New York 
was $62. Do you want this by years? 

Mr. Worverton. If you please. 

Mr. Treanor. And in 1931 it went to $57. You know the condi- 
tions at that time. In 1931 and subsequent } years we had the recession. 

In 1952 it was $48.33. In 1933, $41.25. In 1934, $40, and that 

vas the low, and the average for that 5- year period was $49.72. 

In 1935 the price was $40. In 1936, it was $41. In 1937, it was 
“12.50, and these were all of the years following the depression and 
the bank holiday and that sort of thing. In 1! 138 the price jumped 
toS50. In 1939 it stayed at $50. 

The 5-year average for that 5 years was $44.70, 

Then in 1940 and 1941 and 1942, the price remained at $50 a ton. 
In 1943 it jumped to $54.66. In 1944 it went to $58, in 1945 to $60.25. 
oo at Was a 5-year average of $55.82 against a previous 5-year average 
of $44.70, 
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Then in 1946 at the end of all war activities the price jumped to 
$72.25. In 1947 to $88.50, and in 1948 to $97.67. 

In 1949 it jumped to $100. 

In 1950 the price was $101 for part of the year and $106 beginning 
I think it was the Ist day of October. The average for that 5-year 
period was $91.85 against $53.82 the previous 5-year period. , 

Now, I have in the office back to the turn of the centnry, but I 
haven't got it here. Does that answer your question, Mr. Wolverton’ 

Mr. Wotverron. It certainly does, and it is very enlightening. 

Mr. Treanor. It is very interesting. | 

Mr. Woxtverron. Your statement was so complete that it doesn't 
give rise to many questions in addition to what have already bee 
asked. But I noted in the commencement of your statement that you 
said “Conservation plans of the division seem likely to bring demand 
comfortably below supply.” What are the conservation plans to 
which you refer? 

Mr. Treanor. Mr. Wolverton, and Mr. Chairman, I would be glad 
to answer that question if vou would ask that there be no publicity. 

Mr. Wotverron. We will reserve it to an executive session of the 
committee. 

Mr. Treanor. Beceuse there is a great deal involved in that and 
we think it is very important. 

Mr. Wotverron. You needn't go any further than that. 

There has been some talk here this morning about firmness upon 
our part and a change of excess-tax-profit legislation that would give 
some degree of assistance to newsprint manufacturers, and some ref- 
erence to counter-measures that might be taken by this Nation as 
against Canada. As tothe latter, 1 hope it will never get to a position 
where we would have to take those kind of measures. Where you 
go on a basis of tit for tat, it just adds to the troubles. At the same 
time, I do think that there is enough justification in the position of 
the United States to require a more cooperative attitude upon the part 
of Canada with us. As has been pointed out, they are dependent upon 
us for sulfur. On the other hand if we cut off sulfur, then that cuts 
newsprint and that creates its difficulty in Canada as well as on this 
side of the border. Another thought that came to me is this: We are 
selling to Canadian consumers certain articles that have a price ceil- 
ing, thus, as we export them they have the benefit of price ceilings that 
have been fixed in this country. That to me seems to be something 
that should be taken into consideration. 

You state they have no price control on their newsprint and if we 
took the price ceiling off the goods which we export to Canada, then 
that would possibly create a better understanding of what we are 
facing in this newsprint proposition. This is not a game that should 
be played under one-sided rules; however, I realize that the difficulties 
and the complications that enter into the situation make it necessary 
that what is done should be the result of close cooperation and har- 
mony between some individuals at high level in our Government, as 
well as in the Canadian Government, to the end that there might be 
brought about a better understanding with respect not only to news 
print but to the whole economy that has its play between Canada 
and ourselves. I am not in # position to propose the things that could 
or should be done, but it seems to me that this strikes so seriously at 
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our welfare that it requires and should have conferences at high levels 
in our repective governments. 

Now, in your statement, you say: 

Our need for newsprint should continue and grow and our future supply 
represents a serious problem for the publishing industry. 

I think probably you have expanded on that by expressing your 
thought that attention should be given to it either by the industry or 
by the Government, or by some one with respect to increasing our 
supply of newsprint so that we would not be continually at the dis- 
advantage of having to obtain such a highly essential product from 
another country reaching to the extent of 85 or 90 percent. 

I do not want any question that I ask to be construed as reflecting 
any personal thought that it should be done, but in the event that the 
publishing industry or the manufacturing industry of paper in this 
country does not see fit for one reason or another to go into the 
manufacture of newsprint, should any consideration be given to 
whether it is a proper matter to come properly within the recent sug- 
gestion of the President that where private industry is not willing 
to proceed there might be a reason for the Government to do so? 

Mr. Treanor. I don’t think so, I don’t think that that has been 
considered in the light of that recommendation at all. I think it 
would be preferable if this could go through the ordinary channels 
of business and be put on a basis where it would be a competitor of 
Canada, and then the future would work itself out better. I want to 
sty I am in entire agreement with you on this matter of our dealing 
with Canada, and it should be handled from level to level without 
any recriminations, because the Canadians are a smaller country and 
I have had quite a bit to do with them and they naturally look at us 
a little bit like we are the big boy in the neighborhood and sometimes 
they seem to be a little sensitive. But I am hopeful and I have been 
through the experience in the past, that we can through our higher 
officials who are going to take this matter over, have a better under- 
standing in the future of all of these problems, as Mr. Wolverton 
and some of the others have indicated. 

Mr. Wotverron. You said in your statement : 

Up to the point where we are compelled to adopt them our division is opposed 
to limitation orders. If it would be possible we should like to keep publishing 
an uncontrolled industry. 

Is there any indication that on present facts it might in the fore- 
seeable future become necessary to make allocations ? 

Mr. Treanor. I would say no, under the present circumstances. 

Mr. Herirr. At this point there is very little that I can inquire 
into, and I should like, however, to state that I have been very much 
impressed, Mr. Treanor, with your informative and very frank and 
constructive statement. Here I might also state that I read the speech 
Which was reported in the Washington Post this morning, your speech, 
and I, too, subscribe to the statements which you made wherein you 
state that it isn’t good judgment to rely on another country, Canada, 
for five-sixths of our newsprint. And you speak about the United 
States should have more newsprint mills. Now, since I have been 
studying this subject I have felt the same way. It has been very 
revealing to hear about this company, the Crown-Zellerbach, and what 
itisdoing. I have heard it said that we don’t have enough machinery 
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and equipment to go ahead in the building of these newsprint fac- 
tories, and industries. What can you tell me about that, Mr. Treanor: 

Mr. Treanor. If anybody comes along and requests a certificate 
of necessity for building these, they get an immediate approval, of 
course, from our Division and also from the Paper and Pulp Divyi- 
sion. They can get a priority from the manufacturers on making 
that machinery. He certainly will have no difficulty at all in getting 
that through in a hurry, because it is essential and it would take 
precedence under this present legislation. We wish, Mr. Helle, 
somebody would come along and we certainly could do some rapi( 
work in getting them going. 

Mr. Heuer. That is very interesting. Now, Mr. Wolverton mace 
mention of the speech which the President made in which he stated 
if we can’t get anyone in private industry to do it, why doesn’t the 
Government do it? I don’t know how I feel about the matter per- 
sonally, but why cannot something be done to bring this matter to 
the attention of the industry, to get started, and let us talk about 
the tax-amortization capital which they can get and priorities which 
we discussed? Isn’t there any way of doing that / 

Mr. Treanor. Maybe you weren't here when I spoke of Mr. Slocum, 
of the Philadelphia Bulletin, making a speech last month before « 
newspaper association, I think it was in Pennsylvania, in whieh | 
brought out the need. I brought it out yesterday, and I think that 
we have got to go through this talking about it. In fact, in Chicago 
last month before the Inland Press I also made the same statement. 
I think that this is what you have got to do, just keep on talking about 
it until somebody takes hold of the ball. 

Mr. Hetier. And actually starts doing it. 

Mr. Treanor. Yes, sir. Certainly you can make a case. 

Mr. Heiter. Now, I would just like to direct your attention to 
page 1 in which you state that the printers had to shop for paper 
but they were getting it. Now, how have they been getting it if it 
has been so scarce and they have had trouble in securing it? 

Mr. Treanor. Mr. Heller, they have been getting it, and sometimes 
it has been a little bit slow. You know so much better than I do 
because your mail is so much larger, that always when we come to 2 
period of this in our economy and somebody says “Things are short, 
or things are hard to get,” that people who were not going to buy 
them suddenly decide they want to buy some sheets of some type of 
paper and then they have to wait. And then they write a letter. 
“I can’t get it; I am waiting,” but they do get it. We have had 
very, very little actual complaint where business was interfered wit). 

Mr. Heurer. The only thing I have got in mind—and I am onl) 
thinking out loud—but has there been an invasion of the black market 
by these small people ? 

Mr. Treanor. There hasn’t been in that field at all, Mr. Heller. 
There has been a black market and I mentioned it before, sustained 
in New York for newsprint, and a chap came into the office the other 
day and showed us a photostatic copy of a check for $72,000 that 
he had paid for black-market newsprint. I won’t ask you to record 
what we said to him, the language that was used, because if anything 
hurts our effort to keep things going along smoothly, it is just an 
instance of that kind. Now he has come in with a request for relief, 
but he did spend $72,000 to buy Canadian newsprint at $230 a ton. 
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a: 
int fae. I had another experience of a man in New York telling me how he 
reanor! F > had bought some paper for a southern newspaper, and he said “I got 
rtificate F 7 them 1,000 tons at a price of $165,” and I said, “Well you are just the 
oval, of f ) kind of a fellow that makes it awfully hard for us fellows in Wash- 
p Divi. f= ington to keep our heads.” He said, “What have I done wrong,” and 
making f 7 [said,“Just everything. If you won’t pay these black market prices, 
getting fF there won’t be any black market.” 
Id take I don’t know what we can do about it, gentlemen. Canada has a 
Helley, right to ship out of Montreal in their own bottoms if they want to, 
e rapid — § and while it isn’t running into any considerable amount as far as we 
can learn, every pound at that price does some damage. 
n made Be Mr. Hetier. I have heard it said, I think at one of the previous 
» state! F) meetings that this committee conducted, or perhaps I have read it, 
n't the f ) that we do not have a supply of timber here to be able to get into the 
er per- F | newsprint business. I think you stated that we have an inexhaustible 
itter to motes 2 of timber down South. 
F about a Mr. Treanor. I didn’t say that, I said Canada has an inexhaustible 
s Which a supply for 1,000 years. Mr. Beckworth can tell you that in Texas 
' they have planted jack pine and they are planting it in Florida, and 
Slocum, — * in Georgia, and Alabama, and in 6 years it is producing a very good 
*fore » Be quality of newsprint. Isn't that your understanding, Mr. Beck- 
lich he Be worth? 
ik that Mr. Beckwortn. Yes, sir. 
hicago FB Mr. Hetzer. Our supply will not be there until about 6 years? 
ement. a Mr. Treanor. We have got some now, and 6 years isn’t too long to 
rabout F | make a great accomplishment. 
= Mr. Heiter. I agree with you. 
Mr. Treanor. And if we begin to get the money and plant, there 
~ is plenty of room in this country to plant jack pine and rotate, so 
ion to = that you could operate in certain States, and that is what we can do. 
paper ia Mr. Heuer. Is there a sufficient supply there now for immediate 
t if it — » work for industry to get started ¢ 
- Mr. Treanor. I think that there is, and Coosa River started in 
etimes — ) Alabama 2 years ago and they located there and they took the sur- 
1 1 do [8 rounding territory and began to make paper. The first year they 
toa fF made a limited amount but last year they turned out 100,000 tons 
short, Ff there. Now, that operation has been very successful, Mr. Heller, I 
o buy y mean successful in the way it is delivered to its customers and success- 
ype of — | ful in the financial aspects. So without any question they have got 
letter. F) the future planned and they wouldn’t put that much money into it 
e had — | without knowing that they are going to have a continuing growth. 
with. [| That can be done in some other parts of this country, I believe, and 


»only [3 certainly it is worth looking into. 





varket Mr. Hetzer. Could you supply us and for the record with the 
location where this supply of timber is being grown? 

leller. Mr. Treanor. The Forest Service undertook that in the last war, 
ained . Mr. Beckworth. 

other Ee Mr. Beckworrn, I think studies have been made along that line but 
} that — Idon’t reeall any specific recommendations on it. 

ceond Mr. Treanor. They have the Alaska situation down quite com- 
thing BF pletely, and I think that they have several Southern States but you 
st an a could get from them, Mr. Heller, a complete and a very accurate ré- 
elief, BJ) sume of it. They know more about it than I do. 
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Mr. Hewier. Mr. Treanor, I made the suggestion yesterday that 
some of our newspapers cut out one or two of their editions, some of 
them back in New York have three, four, or five editions during the 
day and what do you think of that? 

{r. Treanor. The progress of newspapers in saving waste in the 
last 7 years, by cutting out editions, has been phenomenal. There 
was a time 10 years ago when New York newspapers were running 10 
to 12 editions a day, and they have now cut down so they have an early 
edition that goes to outlying sections and a noon edition that goes to 
other ones, and then they have their late edition that takes in the 
nearby and the downtown communities. They have got to from 3 to 
4 now from their one time 10 or 12. I don’t think a great deal can he 
saved in New York or Chicago or Detroit or Cleveland by cutting edi- 
tions, because if you cut editions you increase the distribution problem 
and you add to the last edition all of that. What I do believe can be 
saved is the matter that I spoke about a moment ago. 

T have, and am trying to work on what I think can be a very definite 
point of salvage with the newspapers, but as I said it involves other 
governmental departments and I do not think it should be made public 
at this time. I would be glad to give it to the committee later. It isa 
dream, gentlemen, and it is a hope, and it is a lot of hard work, but 
if it works out it is going to be constructive. I have kind of taken it on 
myself and I don’t know whether I am happy or not about it. It is 
going to be tough. 

Mr. Hewirr. I think that is all. 

Mr. Becxwortnu. Mr. Treanor, one final question for the record. If 
a person undertakes to begin a newspaper today, a weekly paper or a 
daily paper where there has been no paper operating before, do you 
say it would be possible for that kind of undertaking to succeed and 
would be the Government be in a position to lend aid to an effort like 
that? 

Mr. Treanor. Now that question is a large one, as you know. I 
would say that a well-managed and well-edited small newspaper in 
certain communities where the present papers might not be supplying 
exactly what is necessary, could succeed. They can’t go up against 
great big newspapers and try to preempt that field. They have got 
to establish a field of their own. 

Mr. Beckwortn. I believe you somewhat misunderstood my ques- 
tion. Could that kind of undertaking, we will say in a town that be- 
‘cause of the discovery of oil has had no newspaper, but some one under- 
takes to put one in, and could that kind of paper get adequate paper 
to proceed to publish ? 

Mr. Treanor. Could it get paper? 

Mr. Beckworru. Yes. 

Mr. Treanor. It would be difficult, but I assume that is part of our 
responsibility. 

Mr. Becxwortrnu. You do not think that we have got to the point 
where it is impossible for a person to establish a paper in an area that 
needs some service ? 

Mr. Treanor. No; I donot. I certainly would regard our own obli- 
gations in that circumstance to help them to attempt to get not all they 
would ask for, but to get them started. 








ay that 
some of 


"ing the 


> in the 

There 
ning 1( 
n early 
foes to 
in the 
mm 3 to 
can be 
ng edi- 
roblem 
can be 


lefinite 
3 other 
public 
It isa 
‘k, but 
n it on 


It is 


‘d. If 
rora 
Oo you 
d and 
‘t like 


w. I 
er in 
Iving 
rainst 
e got 


ques- 
it. be- 
ider- 
aper 


our 


int 
that 


»bli- 


they 


NEWSPRINT INVESTIGATION 259 


Mr. Becxwortu. Would you draw distinctions as to the purpose of 
the paper, whether it be a trade paper or a religious paper, or what 


not ? Tt 
Mr. Treanor. I would certainly never draw any distinctions on 


that. 

Mr. Beckworru. Or a labor newspaper. 

Mr. Treanor. No, sir; the press is all-embracive, and it has a right 
to be religious, fraternal, labor, or secular of any type, or daily, or 
weekly, or monthly, and we certainly would never draw any distine- 
tion as to essentiality of the printed word. 

Mr. BeckwortH. You would pass on what you consider the neces- 
sity of it, of course ? 

Mr. Treanor. We would take into consideration whether it would 
be of help to the community under distress. If a man came in and 
said he wanted to start a paper in some town, and he thought he would 
like to start a weekly there, and would ask us if we could help him get 
a supply of paper, our disposition would be to say, “Yes,” whether it 
was religious, labor, or fraternal, or anything else. After all, we still 
are the one country in the world that believes in freedom of the press, 
and it would be very presumptive on my part to say you can’t do that 
because I don’t like your purposes. 

Mr. Beckworrn. You cannot have freedom of the press if there is 
not freedom to go into the business of publishing. 

Mr. Treanor. That is our view. 

Mr. Beckwortn. That concludes your statement in open hearing, 
and I think while we have just a little time we will ask those in the 
room to leave, other than Mr. Treanor, and we shall chat with you 
further. 

The committee is adjourned until 2 o’clock this afternoon. 

(The following material was later received from Mr. Treanor :) 

DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, D. C., July 3, 1951. 
Hon. LanpLey BecKworrntt, 
House of Representatires, 
Washington 25, D. €. 

DEAR CONGRESSMAN BeckworTH: The subject matter of your query of June 23 
has also been a matter of concern to us and in an effort to gain further informa- 
tion, we have had to delay our answer. 

The detailed usage of newsprint, aside from daily newspapers, has never been 
accurately established in this country. Total consumption can be figured with 
reasonable accuracy because it is so closely allied to total production plus 
imports. Its use by newspapers (weeklies, semiweeklies, community papers, and 
all classifications aside from dailies) is a question which has never been 
completely answered. 

In the interest of clarity, we make our reply in three divisions (on separate 
sheets herewith) : 

1, Newsprint usage statistics gathered by WPB. 

~. United States newsprint consumption. 

3. Usage of newsprint by weekly newspapers. 

You will note that the “country” weeklies apparently use about 1.89 percent 
of our newsprint, and that all weeklies, paid and unpaid, use about 3.53 percent. 

We are very appreciative of your interest in our testimony on June 18, and 
will always be happy to supply any information we have or can secure for you. 


Sincerely, 
ARTHUR R. TREANOR, 


Director, Printing and Publishing Division. 
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NEWSPRINT USAGE STATISTICS GATHERED BY WPB 


All daily newspapers covered in the 1989 Census of Manufacturers and 4)) 
members of the American Newspaper Publishers Association were queried as 
to their consumption of newsprint in 1941. We received and compiled this 
information in 1943. These figures proved entirely acceptable to the industry, 
About four-fifths of the dailies replied. Most of the nonrepliers were in that 
class using less than 100 tons, who were not subject to the first cut. 

(a) Those newspapers which did respond were placed in four classes for ad- 
ministratice purposes: (1) those using 20,000 tons and more, (2) those using 
from 2,000 to 19,999, (3) those using from 400 to 1,999, and (4) those using 100 15 
399—all in the base year 1941. 

(b) In the year 1941 the first class consumed 1,941,714 tons, the second class 
1,124,836 tons, the third class 290,621 tons, and the fourth class 93,861 tons. 

(c) These total 3,451,082 tons which sound reasonable when compared with 
total 1941 newsprint consumption for all purposes of 3,929,773 tons. The dif. 
ference of 478,741 tons was used by weekly and other nonreporting newspapers, 
by magazine and comic-book printers. 

These divisions of consumption were accurate when made, and stood up during 
the administration of L-240. Consumption in 1950 increased 51 percent over 
1941, many newspapers have disappeared from the scene, and the great in- 
crease in newsprint tonnage has been on the largest newspapers. 


UNITED STATES NEWSPRINT CONSUMPTION, 1950 
Tone 
Actual consumption 525 ANPA members_____.._--_----_-_-_-__--_______ 4, 41, 760 
Estimated consumption 1,247 nonreporting daily new ‘papers, country 
weeklies, community newspapers, commercial printers, “pulp” mag- 
azines, comic magazines____________.______- ~ 1,395, 181 


Total consuinptiod.£. oe. a id nwae nse De CBG, 941 


The total of 1,895,181 nonreported tonnage is arrived at as a fairly constant 
23.5 percent of the newsprint available for use in this country. Newsprint 
available for use comprises (1) United States production, (2) plus shipments 
from Canada, (3) plus shipments from Europe, (4) minus United States exports. 


USAGE OF NEWSPRINT By WEEKLY NEWSPAPERS 


No consumption statistics have been kept by groups of newsprint users except 
hewspapers, but we have been able to secure some informed estimates in the 
weekly field which seem reasonable to us. 

The National Editorial Association estimates that the 7,000 country weeklies 
use 70,560 tons, and the 1,500 semiweeklies 42,000 tons—a total of 112,560 tons, 

Also to be considered are the so-called community newspapers, (including 
shopping weeklies), comparable with the country weeklies, except that they are 
distributed free and in general are larger because they serve more populous 
communities. There are approximately 482 of these and their association esti- 
mates their usage of newsprint at 95,000 tons. 

An interesting commentary on the community new spapers is that a survey in 
1947 disclosed almost 250, or around half of the country’s total, were published 
in Los Angeles County, Calif. 


(Whereupon, at 12 noon, the committee recessed until 2 p. m. the 
same day.) 
AFTER RECESS 


Mr. Hetzer. The committee will come to order. 
Mr. Walsh, you may make your statement. 
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STATEMENT OF M. C. WALSH, DEPUTY CHIEF, PULP, PAPER, AND 
PAPERBOARD BRANCH, OFFICE OF PRICE STABILIZATION, AC- 
COMPANIED BY FREDERICK MEARS, CONSULTANT, PULP, PAPER, 
AND PAPERBOARD BRANCH, OFFICE OF PRICE STABILIZATION, 


WASHINGTON, D. C. 


Mr. Watsu. I am M. C. Walsh, of the Office of Price Stabilization, 
Deputy Chief of the Pulp, Paper, and Paperboard Branch. I am not 
an expert on newsprint, but I have had my nose rubbed into it pretty 
much in the last 2 weeks. 

We have called on Mr. Mears for help. His name is in the works 
to be processed as consultant for our agency. The papers have not 
come through yet. Nevertheless, he is the best consultant we or you 
could find on the subject of newsprint. He is with the Great Northern 
Paper Co., which is a great producer of newsprint. In the agency we 
have known him for some time. If I get into technical questions on 
newsprint I will toss them to Mr. Mears. Any questions on the agency 
I will try to handle. 

Mr. Hetier. Where is that company located ? 

Mr. Mears. We have three mills in the State of Maine, Congress- 

man. 
Mr. Wausu. I prepared a short statement just to introduce the sub- 
ject, including some tables which summarize what I consider to be 
the pertinent information although nearly all the information 1s 
available in so many records, including Government reports, that it 
probably is already familiar to you. 

During the Second World War and under OPA the price of news- 
print moved from $50 per ton in New York in 1941 to $85 per ton 
in 1946. Since OPA the price advanced further and reached $106 
in New York in November 1950. The details of these price changes 
are shown in table 1. 

The price rise for newsprint during this period was equal, percent- 
agewise, to the increase in the prices of all manufactured products, 
that being a Government figure, but the rise for newsprint was Jess 
than the rise in the wood pulp and paper products generally. Be- 
tween January 1947 and January 1951 the price of newsprint and the 
prices of all manufactured products rose 26 percent while the price of 
pulp and paper products rose 40 per¢ent. The details of these per- 
centages are shown in table 2. 

The relation of price to production and consumption is shown in 
table 3. 

The cost of production of newsprint in the United States increased 
rather substantially during the Second World War. Studies by 
OPA indicated a rise of from $33 total cost per ton in 1941 to $50 
per ton in 1945. Members of the Newsprint Manufacturers’ Industry 
Advisory Committee indicated to OPS last week that cost increases 
since the outbreak of the Korean War would entitle the industry to 
increases under CPR 22 in their ceiling prices of from $3 to $5 per ton. 

-\s you know, Canadian firms have recently announced an increase 
of $10 per ton in the price of newsprint effective July 1. This pro- 
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posed increase was reviewed by the Canadian Department of De. 
fense Production which notified the United States Office of Price 
Stabilization that the increase would be approved. Because of the 
importance of Canadian production, which provides about 80 percent 
of the newsprint consumed in the United States, Michael V. DiSalle. 
Director of Price Stabilization, has requested a meeting with Cana- 
dian officials to discuss the matter. 

Last week the Office of Price Stabilization met with representatives 
of the American manufacturers of newsprint and with representatives 
of American publishers to discuss the question of appropriate measures 
to be taken to stabilize the price situation in these industries. It was 
decided that OPS would take no price action on newsprint pending 
consultation with Canadian officials. Copies of the press releases 
covering these meetings are also submitted. 

That is the end of my prepared statement, with the exception of the 
attachments which I have submitted. The two press releases covering 
last week’s meetings list the industry people present at the meetings 
and the publishers. So that attendance is made a matter of record, 

Mr. Hetirr. Without objection the tables referred to in the state- 
ment and the releases will be made a part of your statement, following 
the statement which you have just made. 

Mr. Wausu. Thank you. 


(The documents referred to follow :) 
TABLE 1.—-Newsprint, price history, zone 4, 1946 to present 


Effective date: 

Jan. 1, 1946 * 
Sept. 1, 19467 
Oct. 11, 1946? 
Apr. 1, 1947_- 
Jan. 1, 1948 

Aug. 1, 1948 
Nov, 1, 1960_.. 


1 Under OPA, 


Source: Newsprint, United States Tariff Commission, 1951. 

Norg.—-Under the zoning system the price of newsprint in zone 4 is the base price fro 
which uniform delivered prices for all points within each zone, except zone 10 comprising 
an area largely west of the Rocky Mountains, are caleulated. The price in New York, 
usually quoted, is $1 per ton less than in zone 4. 


TABLE 2.—IJnder numbers of prices of all manufactured products, pulp and paper, 
compared with price of newsprint, years 1947 to 1951 


[January 1947= 100) 


—— Pulp and 
Newsprint paper 


1947: 
January 
June 

g: 


January 
June 
1949: 
January _. 
sune....... 
1950: 
January 
June 
1951: Januery 


Source: U. 8. Bureau of Labor Statistics, wholesale-price series. 
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f De. Taste 3-A.—Newsprint statistics, January 1948 through June 1948 






























Price Pe: —— - - 
aE the Newsprint January | Fe>TU- | yarch | April | May | June 
ercent ~e 
Salle. =< 
Can; Canada: . . . ow soe « » ece 2° 9ec 2 | 90 > ec ~~ 

anla- Production - - - -- : _.....-Short tons 371, 637 | 344,645 | 387,672 | 385,606 | 388,461 | 382, 937 

Shipments from mills do 346, 870 | 332,211 | 380,732 | 380,843 | 397,706 | 383, 594 

. Stocks at mills, end of month....______.do__ 69, 330 81,764 | 88,704 | 93,467 | 84,222! 83, 565 
atives United States: . | | ; 

. Be Consumption by publishers -. _...do 292, 534 338, 337 | 342,572 | 348, 823 | 327, 060 

atives Production. _--.- bum do | 65,004 | 64,894 | 69,371 | 72,659 | 72,075 

iSUres Shipments from mills do 65, 037 65,943 | 69,199) 71,553} 72,441 

os Stocks, end of month... do____| 392, 542 | 356, 544 | 363, 787 | 378,869 | 375, 309 

t Was At mills wh aie do |} §, 358 6, 306 6,478 7,584! 7,218 
. ee At publishers... .-_--- = do | 295, 052 | 274,453 | 268,665 | 282,202 | 294, 728 
it ling 4 In transit to publishers do | 89, 132 oO, 75,785 | 88,644 | 89,083 73, 363 
ilies Imports. _- noc do | 320, 564 | 293,801 | 398,283 | 349,649 | 368,133 | 374,845 
(CASES Price, rolls (New York)._per short ton._| $96.00 $96.00 | $96.00 | $96.00 | $96.00 | $96.00 
Stocks plus imports. short tons__| 713,106 | 659.978 | 754,827 | 713,436 | 747,002 | 750, 154 
if th Stocks plus imports plus production. ..do | 778,200 | 717,994 | $19,721 | 782,807 | 819, 661 | 822, 229 
he | 
ering 
re . , 

_ Tarte 3-B.—Newsprint statistics, July 1948 through December 1948 
Cor" 4 Ms 
stite- : ee 
W ing Newsprint | July August Bes . October pf —_ 

Canada 
Production. -_.................--.short tons 391,481 | 389.148 | 376,062 | 399,788 397,330 | 385, 819 
Shipments from mills_-. : do | 379,695 396,049 | 387,897 | 392, 560 223 | 406, 678 
Stocks at mills end of month_-.-- do 95, 351 88,450 | 76,615 | 83,843 | 75,250] 54,391 

United States: | | | 
Consumption by publishers --_- do 6 314,045 | 337,196 | 381.697 | 364 253 | 363. 698 

Price B Production do 7 72, 572 68, 270 j 72, 355 74,817 

er ton Shipments4rom mills do . 71,966 | 69,297 72, 371 73, 584 
SR Stocks, end of month __- ..do | 426.036 468,293 | 480, 118 444,831 | 467, 091 
— At mills eee ¥ do | 7,997 8, 602 7, 675 7, 72% 7, 713 8, O46 

iv t At publishers do | 382,559 | 345,423 | 344,226 | 373, 590 
S5 In transit to publishers B do 80, 667 76, 842 SO SS4 101, 655 92, 892 84, 555 
91 : Imports ald do 362, 174 | 389,729 | 349,476 362,298 | 416, 789 407, 527 
. Price, rolls (New York)___ per short ton $96 $100 $100 $100 | $100 | $100 
w7 ; Stocks plus imports short tons..| 788,210 | 858,022 | 820,594 | 817,105 | 861,620 | 874, 618 
101 a Stocks plus imports plus production___do 857,537 | 930, 593 897,964 | 890,373 | 933,975 | 949, 435 
107 : ce ER Sle eee SS = 
% Tarte 3-C.—Newsprint statistics, January 1949 through June 1949 

fro 74 Newsprint January February!) March April May June 
rising ee eee. Bt 2 BGR SS ae io ee niente Ss 
York : 

me Canada | 
S Production _ ————— 385, 961 | 372,344 | 415,792 | 404,973 | 404,869 | 399, 891 
Shipments from mills . .---------d0_...} 375, 667 | 356,963 | 388,148 | 403, 542 | 425, 675 | 401, 53 
‘1 per, Stocks at mills, end of month__........do-_-- 64,685 | 80,066 | 107,710 | 109, 141 88,335 | 86, 688 
BS United States: | 
Consumption by publishers. .....--- do___.| 332, 671 | 308, 368,945 | 302, 212 
¢ Production at Ll Sr eR” do....| 75,626 | 68,6 75,459 | 76,723 
B Shipments from mills_..........-...-.-do....| 75,096 | 69,: 73,930 | 76,898 
ey Stocks, end of month..__.........---- do__..| 490,332 | 493, 472, 898 , 455, 579 | 
xs | ee Pa ea ES 9, 476 5, 11, 309 11, 134 
‘4 At publishers__ die do oducieragDancet aay ere | mee 381,865 | 373, 041 | 
In transit to publishers. ....-..--- do_...| 98,165 | 92,6 2, 79,724 | 71,404 
2 Imports ey ee ae ....do_...} 369, 223 | 360,047 | 392,317 | 362,996 | 414, 526 
& Price, roils (New York)._per short ton £100.00 $100.00 $100.00 | $100.00 $100.00 
Ps Stocks plus imports ..-. Short tons..! 859,555 | 853,008 | 877,078 | 835,894 | 870,105 | 
: a Stocks plus imports plus production...do_...| 935,181 | 921,719 | 955,400 | 911,353 | 946,828 | 
be 
{ % 
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TaRr_e 3-D.—Newsprint statistics, July 1949 through December 1949 


| | | 
Newsprint July | August | em oer 


| 


| 

385, 027 | | 408,761 | 377,147 | 395, 766 | 400, 288 
382. 059 | 399, 223 | 396,313 | 390, 016 | 423) 151 
89,656 | 99,194 | 80,028 | 85,77! 62, 915 


} 





Canada: 
Production. _.__. ies ----Short tons_.} 
Shipments from mills. _...do | 
Stock at mills, end of month P ..do | 

United States: | | 

| 313, 118 | 318,046 | 356, 528 399, 262 | 378, 626 
, 


Consumption by wean tis SUG sc 
69,903 | 75,749 | 68,919 | 73,350 | 72, 130 


Production ‘ pe a 
Shipments from mills ...do _70, 818 | 73,746 | 67,933 } 75,013 | 
Stocks, end of month._____. .-------d0....| 505,619 | 547,187 | 544,833 | 502,015 
At mills 4 ee eee ....do 12, 176 14, 179 15,165 | 13, 502 
At publisers loi. aig a 416,595 | 446,964 | 444, 335 | 412, 805 
In transit to publishers eee Toe do 76, § 86, 85,333 | 75,708 | 
Imports 3 . Sex , 406 » 13 353, 410 | 399, 910 | 
Price, rolls (New York) ___ per short ton -| $100 oo} § | $100.00 | $100.00 | tor 00 
Stock plus imports__- short tons__| 883, 028 51. : | 898, 243 | 901,925 | 866, 109 
Stocks plus imports plus production do___.| 952, 931 1,207, 065 | 967,162 | 975,275 | 938, 239 


' 


TABLE 3-E.—Newsprint statistics, January 1950 through June 1950 


s, | Welw. | 
Newsprint Janu I — March April May 
ary j 
| 


Canada (including Newfoundland): 
Production. ; : short tons 
Shipments from mills : 
Stocks at mills, end of month. ones 


399, 247 | 451,635 | 422,774 | 459, 937 


| 157, 601 | 182,276 | 179,390 | 159, 767 


United States: | | 
Consumption by publishers __-_----~- 345, 093 | 350,906 | 396, 923 | 403, R01 
Production , 74,7 69,099 | 80,571 | 82, 564 
Shipments from mills , or | 76, 080 70, 756 79,027 | 85,340 
Stocks, end of month __-_- ; ie. I 450, 647 | 424,826 | 413,697 | 381, 205 

At mills 1G Sa EES 5 --| 9,000 7, 352 8,896 | 6,120 | 
At publishers : a | 355, 599 | 328,881 | 318,036 | 284,010 
In transit to publishers ...| 86,039 | 88,593 | 86,765 | 91,075 
Imports __- | 376,819 | 347,950 | 382,399 | 360,560 | 487, 435 
Price, rolls (New York) -_per short ton__| $100.00 | $100.00 $100.00 | $100.00 | $100.00 
Stocks plus imports short tons__| 827,466 | 772,776 | 796,096 | 750,765 | 879, 8&8 
Stocks plus imports plus production._.do_- --| 902, 191 | 841, 875 876, 667 833, 329 969, 607 
| 


401, 922 


_.do_...| 403,013 | 376,834 | 426,960 | 425, =| 479, 560 





TaBLe 3-F.—Newsprint statistics, July 1950 aenen December 1950 





| 





| | Se | : 
Newsprint July August — | October | “Novem 





Canada (including ea: 


Production _- . _- Ghisnipadeon dee a | 429, 255 | 466,443 | 437, 579 | 3 | 456,743 


Shipments from mills. 463,339 | 417, 589 | 485, 165 53 | 477, 708 
Stocks at mills, end of month 135,873 | 184,727 | 137, 141 8, 3: | 107, 366 
United States: F 

| 


| 
| 
z 
4 


759 | 346, 795 | 373, 788 | 7 407, 948 
280} ¢ } 84, 564 | , 363 | 86, O80 
3, 56 | , 955 | 83, 962 | | 83, 241 
, 3382 A, 6 | 452,937 | 443, 944 
8, 768 , 69! ) oe 10, 662 
339, 424 | 376, § 372, 943 56, 73 334, 783 
93, 140 | , 09! 4, | . 332 | 98,499 
Imports_. 415, 424 | 367.6 . 6 9, 18 385, 659 
Price, rolls (New York)._per short ton_.| $100.00 | $100.00 | $100. 00 | $106. 00 
Stocks plus imports_- short tons..| 856, 756 | 834, 294 | 895, 17! 2,120 | 829, 603 
Stocks plus imports plus production. do....| 941, 036 925, 176 | 73 | oor 483 915, 683 


Consumption by publishers - _- 
Production __.... 
Shipments from mills 
Stocks, end of month 
At mills 
At publishers 
In transit to publishers 
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TasL_e 3-G. es eciccte steve statistics, satrarcent. cil 1951 eae age: 1951 


| Janu- | ree | | 
ary 


Newsprint 


| 3 March | April 
| 





’ 
i 
Canada (including Newfoundland): | 
Production ; ...-short tons__| 453,019 | 425,097 | 472, 963 
Shipments from mills. suds ones see vaeke do____| 423,343 | 400,833 | 473, 503 
Stocks at mills, end of month_______- 5 isa 118,818 143,082 | 142, 542 
United States: | | 
Consumption by publishers -.-..-._- ss ; do___.| 345, 552 | 336, 568 | 304,387 |_-- 
Production - -..- poobbind . oe do 2, 691 84,381 | 94,015 | 
Shipme ents from nr : do_...| 92,991 | 84,896 | 92,630 
Stocks, end of month we 448,065 449,885 | 454,012 
At mills bas Geadworsccu naan do 7,941 | 7,426) 8,811! 
At publishers..- - Riedie tivities pri do____| 346, 258 | 331,440 | 349,308 |_._.._. 
In transit to publis shers___. 7 do 93, 866 | 111, 019 95, 893 
Imports cine a do 439, 871 | 333,814 |- | 
Price, rolls (New York)...._..-_- per short ton__| $106.00 | $106.00 | $106.00 | 
Stocks plus imports ‘ short tons__| 887,936 | 783,699 
Stocks plus imports plus production _- cho. eet lo__..} 980,627 | 868, OSO 





Souree: Survey of Current Business, 


[For immediate release, Tuesday, June 12, 1951] 
OFFICE OF PRICE STABILIZATION 
WASHINGTON, D. C. 

Re NEWSPRINT INDUSTRY ApvIsoRY COMMITTEE 


Members of the Newsprint Industry Advisory Committee, at their first meeting 
today with OPS officials, indicated their industry would be entitled to increases 
of from $8 to $5 per ton in their newsprint ceilings under the Manufacturers 
General Ceiling Price Regulation, CPR 22. 

They reported their current prices under the General Ceiling Price Regulation, 
GCPR, are running from $105 to $110 per ton, including various freight allow- 
ances, and are several dollars under Canadian prices. 

Committeemen discussed whether spelled out dollars-and-cents ceilings or an 
upward adjustment of base-period prices by a specified industry-wide differential 
would be the more satisfactory method of control. 

They indicated that the old OPA MPR 130, which placed dollars and cents 
ceilings on newsprint, would provide a possible means of price regulation, but 
a majority felt the old zoning system outlined in MPR 130 was outmoded and 
unsatisfactory. 

The alternative proposal, which committeemen favored, would be for each 
manufacturer to adjust his GCPR ceiling prices upward by a fixed amount around 
$3 or $4, which would be uniform for the whole industry. 

Committeemen said they preferred to have a flat increase industry-wide rather 
than to calculate individual ceilings under CPR 22, which would leave individual 
manufacturers with divergent ceilings in a highly competitive industry. 

The suggestion was made that uniform increases might be effected under CPR 
22 if, after manufacturers file their new ceiling prices, which they must do by 
July 2, OPS would allow all mannfacturers identical increases. 

The question whether to fix ceilings on imported newsprint from Canada was 
discussed. Manufacturers pointed ont that if American newsprint was con- 
trolled and Canadian newsprint uncontrolled it would create a hardship on 
newspaper publishers dependent wholly on Canadian newsprint. 

Michael V. DiSalle, Director of Price Stabilization, told the committee that 
-—" of newsprint prices was one of the most important problems before 

~ 
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“The spirit of cooperation shown here in your discussions,” he told members 
of the committee, “indicates that it will not be as difficult to reach a solution 
as in some other industries. 

“The relationship between Canadian and American newsprint is one of the 
problems we must solve. We have both a supply and a price problem. 

“We want to preserve the ordinary business practices existing in the industry 
as much as possible during this period of restraint made necessary while we 
expand our productive capacity in order to meet both our civilian and defense 
needs.” 

The meeting was conducted by M. C. Walsh, Deputy Chief, Pulp, Paper and 
Paperboard Branch. Other OPS officials present included Price Director |)j- 
Salle; Walter J. Damtoft, Assistant Director, Forest Products Division ; Carlton 
F.. Diskin, division counsel; John H. Vogel, economist; Charles Evans, counse|: 
Laurie M. Streeter, Office of Enforcement; and Walter R. Moulton, Office of 
Advisory Committees. 

G. J. Ticoulat, Deputy Assistant Administrator for Chemical, Rubber, and 
Forest Products, NPA, and D. G, Shook, Deputy Director, Printing and Publish- 
ing, NPA, were present. 

Members of the Newsprint Industry Advisory Committee, all present, are: 

C. B. Standwood, vice president, Great Northern Paper Co., 201 Devonshire Street, 

Boston, Mass. 

G. E. Young, vice president, Crown Zellerbach Corp., 343 Sansone Street, San 

Francisco, Calif. 

R. W. Wortham, Jr., executive vice president, Southland Paper Mills, In 

Lufkin, Tex. 

A. G. Wakeman, vice president, Coosa River Newsprint Co., Coosa Pines, Ala. 
John L. Hobson, president, St. Croix Paper Co., 15 State Street, Boston, Mass 
R. O. Stenberger, president, Pejepscot Paper Co., 959 East Avenue, New York 

City, N. Y. 

Dwight L. Stocker, president, Michigan Paper Co., Plainwell, Mich. 








































[For immediate release, Tuesday, June 12, 1951) 


OFFICE OF PRICE STABILIZATION 
WASHINGTON, D. C. 

















Re NEWSPAPER PUBLISHERS MEETING 






Michael V. DiSalle, Director of Price Stabilization, today met with 21 news- 
paper publishers and told them he wanted to have their recommendations before 
taking price action on newsprint. 

The meeting was called after a Canadian firm recently announced a $10 in- 
crease per ton in the price of newsprint, effective July 1. 

Elements of the situation were discussed, during which time it was recognized 
that the problem was one both of price and supply. 

DiSalle told the publishers he had requested a meeting with Canadian officials 
to discuss the matter. 

As a result of today’s meeting it was decided OPS would take no price action 
on newsprint pending consultation with Canadian officials. 

One publisher stated that he felt maintenance of good relations between Cana 
dian manufacturers and American publishers should be fostered. Another inter- 
jected that the increasing prices $10 a ton was not a good way to foster such 
relations. 

Canada supplies 5,000,000 of the 6,000,000 tons of newsprint used annually in 
the United States. The industry is so important to Canada that the proposed 
price increase, DiSalle disclosed, had been discussed at Cabinet levels. 

Although Canada at this time has no price controls, it has established a 
Department of Defense Production, DiSalle pointed out. R. M. Fowler, head of 
the Canadian newsprint industry, is now serving as head of the Paper and 
Newsprint Division. 

There was a great deal of discussion among the publishers of the methods of 
resolving the problem and the recommendation to aitempt negotiations was 
generally supported by the publishers. 

Reside the director, OPS officials present were: Walter J. Damtoft, Assistan! 
Director, Forest Products Division; M. C. Walsh, Deputy Chief, Pulp, Paper, and 
Paperboard Branch; Carlton FEF. Dishkin, division counsel; Quincey Adanis, 
division economist; Charles Evans, counsel; John H. Vogel, economist, and 
Laurie M. Streeter, Office of Enforcement. 
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Donald G. Shook and Merrill Lord, NPA, Printing and Publishing, were also 
present. 

Newspaper publishers and representatives present were : 

Irwin Maier, Milwaukee Journal, Milwaukee, Wis. 

Roy D. Moore, the Canton Repository, Canton, Ohio. 

Robert B. Choate, Boston Herald-Traveler, Boston, Mass. 
Frank A. Daniels, Raleigh News and Observer, Raleigh, N. C. 
F. M. Flynn, New York Daily News, New York, N. Y. 

Philip L. Graham, Washington Post, Washington, D.C. 
Alfred Hill, Chester Times, Chester, Pa. 

Samuel H. Kauffman, Washington Star, Washington, D. C. 
Charles C. Lane, New York Times, New York, N. Y. 

Charles E. Moreau, Moreau Publishing Co., Inc., Orange, N. J. 
Parker Prouty, Avalanche-Journal, Lubbock, Tex. 

Pat H. Rice, Augusta Chronicle, Augusta, Ga. 

Gene Robb, Hearst Newspapers, New York, N. Y. 

George F. Russell, Tacoma News-Tribune, Tacoma, Wash. 
Franklin D, Shurz, South Bend Tribune, South Bend, Ind. 
Robert L. Smith, Los Angeles News, Los Angeles, Calif. 

Frank E. Tripp, Gannett Newspapers, Rochester, N. Y. 

Robert U. Brown, Editor & Publisher, New York, N. Y. 

James H. Murphy, Afro-American Newspapers, Baltimore, Md. 
D. Arnett Murphy, National Negro Publishers Association, Baltimore, Md. 
Daniel Nicoll, Pittsburgh Post-Gazette, Pittsburgh, Pa. 

Mr. Hetier. Now would you care to discuss briefly these tables 
which you have prepared for us? 

Mr. Wausu. The summary that I read was a brief discussion. The 
first table shows the increase under OPA from $68 to $85. Subsequent 
to OPA there were important advances in price—$91 on April 1, 
1947; $97 on January 1, 1948; $101 on August 1, 1948; and $107 on 
November 1, 1950. 

Those prices, as indicated in the footnote, are the zone 4 prices, 
the New York price being $1 less, so that $107 last mentioned is the 
figure commanly referred to as $106, the New York price. 

Mr. Mears can give considerably more detail on this price story than 
I can if there are any specific questions. 

In table 2 the price changes are shown on an index basis. The figures 
I quoted, being shown in the last line in January 1951, first and third 
columns, show that newsprint and “all manufactured products,” 
lumped together, had risen to an index figure of 126 whereas the center 
column shows an index figure of 140 for pulp and paper. The cor- 
responding figures are given for January and June and for all years 
back through 1947, 

Mr. Wotverton. What do you mean by your heading in the third 
column “All manufactured products”? You give the index in 1951 
as 126. Does that cover all types of industry ¢ 

Mr. Wausu. I put it in quotation marks in the original. It should 
be in quotation marks in the table, too. It is the group taken by the 
Bureau of Labor Statistics, a group of commodities called all manu- 
factured commodities. 

Che third table gives information on newsprint for Canada and the 
+ . ‘ = . . . 

United States separately, showing production, shipments, and stocks 
on hand, and the prices by months from January 1948 through March 
1951. 

The price trend is the one I have outlined and the corresponding 
figures for productien, consumption, and inventory, also for imports, 
ure listed under each month. 
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I do not think this lends itself to detailed discussion at this time 
except as it may apply to answer any specific questions. 

On the other two attachments on the meetings which we had last 
week you might like some discussion. The first one was with the Ad- 
visory Committee for the Newsprint Manufacturers of the United 
States. As in all our industry advisory committee meetings, we dis- 
cussed the type of controls which would be applicable to the industry 
under today’s stabilization program. We reviewed the old regulation 
which applied to the industry under OPA. The outstanding thing 
that came out in the discussion was that there has been considerable 
legal objection to the type of stabilization that was achieved under 
OP A—uniform prices, uniform zoning. Many other things were made 
as uniform as possible for simple policing, which was really the ob- 
jective of OPA. But the Antitrust Division did not like it, apparently, 
and after OPA went out there was considerable pressure brought on 
the individual companies as a result of which they have changed their 
operations individually and differ from the old pattern individually 
in many respects, 

Their suggestion was very strong that, rather than try to put them 
back into a pattern which apparently other Government agencies 
object to, it would be better to freeze each one to his own pattern as 
he has developed it, and that would be our plan. 

As you know, the general freeze under our agency applied to all 
commodities as of January 26. We then were planning to put in indi- 
vidual regulations for each branch of the industry and I am actively 
interested in and conversant with only the paper branch, but taking the 
paper branch by groups, by commodities, by type of industry, we 
started to write individual regulations covering each segment of 
the industry. The agency decided that it was going to be too long 
before those regulations were written and an interim regulation was 
put out, Ceiling Price Regulation 22, which had two main objects. 
One was to bring down the prices which were too high, and the other 
was to afford relief to those who had been frozen for one reason or 
another at prices which were too low. 

A formula is provided in CPR 22 where each manufacturer calcu- 
lates how much change his price must bear under the terms of the 
regulation. 

n view of the announced Canadian price increase, we asked the 
United States producers at that meeting if they had any idea how 
their calculations under CPR 22 were coming out—whether they were 

oing to get a roll-back, stay where they were, or get price increases. 

‘he information which they had at that time, Bio, was not final, 

vas that the domestic mills will be entitled to from $2 to $5 increase 
over their January prices, which will compare with the $10 increase 
which is going in in Canada, which has been announced in Canada. 

There was some discussion at the meeting as to the possibility of a 
double level of prices if Canadian prices did go higher than United 
States prices—whether that was a livable arrangement. They cer- 
tainly indicated it was not an attractive arrangement, but we know 
from some of the other spheres in which we have to operate, such as 
pulp, where we have to take in foreign pulp at much higher than 
domestic prices, that it is a possible arrangement even though not a 


good one. 
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The meeting in the afternoon was with the newspaper publishers. 
As I said, I am not an expert, and I went into that meeting thinking 
we were going to be under pressure to go up to Canada and raise a 
ruckus, but the sense of the meeting really was—at least my opinion 
of the sense of the meeting, my reaction to it—that the American 
publishers, much as they hated the price increase from Canada, would 
* ate even more to have any part of their supply cut off. They thought 
there was a need for negotiation, but they did not want it to be done 
on an unfriendly basis which would antagonize the supplier. 

OPS agreed to take no action of any ‘kind on the price until we 
had had a chance to discuss the matter with the Canadian authorities. 
Mr. DiSalle, as I say, had plans in motion for a meeting with Mr. 
Fowler. The subsequent ereenene have indicated that the matter 
really is being handled in Canada at Cabinet level and it is my under- 
standing that Mr. Wilson is tr ying to make plans for a meeting with 
Mr. Howe in Canada who is his counterpart and head of defense pro- 
duction up there. 

I think that covers the two meetings. If there are any questions 
I shall be glad to discuss them further. 

Mr. Douuiver. I think you stated it rather mildly when you said 
that the domestic producers would not be happy about the price in 
this country in af gp with the Canadian price. 

Mr. Wausu. We had only seven of them there. Of course, the 
seven represented quite a large part of the tonnage. The ideal from 
both their point of view and ours would be to compromise on some 
price that was common. 

Mr. Dotiiver. Of course, if you or the appropriate authority in 


the United States set the price at less than the Canadian level, cer- 
tainly it would have a tendency to throw the domestic producers out 
of business. 

Mr. Watsu. Well, of course, they operate in the face of their own 
cost. It would not lose them any business. They would get orders 
faster at a low price than they would at a high one. 

Mr. Douiiver. Of course, if they are ac tuated by the noc motive, 


and I assume most of them are, they certainly would not be very 
happy about seeing their own production on the market at a con- 
trolled price and foreign production brought in here at a higher price. 
as Watsu. I accept your correction that they would not like it at 
all. 

Mr. Dotiiver. Would that not have the ultimate effect of driving 
more American capital out of the United States production of news- 
print and putting it into the production of newsprint in Canada? 
I mean ultimately, not immediately. 

Mr. Wansn. It might, although their individual determination, I 
think, would be based on their individual situations and if the price 
they do get under our regulation is a livable one, I think they would 
continue to live with it. 

Mr. Dotuiver. I just want to be sure that I understand correctly. 
Did I understand correctly that there is no immediate likelihood of a 
price ceiling being put on domestic newsprint ? 

Mr. Waisu. That depends on the use of the word “immediate.” 
We use time in expressions rather peculiarly within our agency. 

Mr. Douutver. Before 30 days. 





270 NEWSPRINT INVESTIGATION 


Mr. Watsu. We have definitely not undertaken to do so until we 

have had a conference with Canadian authorities. I think there will 
be several conferences and quite a lot of action before you see price 
action. 

Mr. Dotuiver. Those conferences are taking place on a higher level 
than you occupy, Mr. Walsh ? 

Mr. Warsn. That is right. 

Mr. Worveiron. Is there any difference in cost between manufac- 
turing of newsprint in Canada as compared with the United States? 

Mr. Watsn. We have ver y little information on their cost except 
what we can gather by comparative guesswork. There was until re- 
cently a lower cost up “there for |: shor, but that has been wiped out by 
recent labor increases. I think maybe that is the type of question I 
should turn over to Mr. Mears, a newsprint maker from way back. 

Mr. Mears. I have asked our people, based on what they have read 
in the press, about the Canadian wage increases. It is very difficult 
to state how much more it means in dollars per ton to a Canadian 
mill, but we know that they have finally had to catch up with the 
United States rates. They are also going into the 40-hour week, 
which they had not done, and if the United States mills should re- 
ceive under CPR 22 $2 to $5 increase, or whatever it is, it is some- 
what reasonable to suppose that on the average they would have a 
somewhat higher increase were they under the same regulations. 
Now how much that will be 1 could not venture a guess, but it would 
be higher. 

I think possibly in that Canadian mills may have been affected 
more seriously than the United States mills by the increase in wood 
cost, pu irchased wood particularly, because there is considerable 
competition in New Brunswick and other eastern Provinces and with 
ECA money backing last fall buying of wood for mills competing 
in this wood buying program. I think the price of wood shot up 
quite quickly and it has gone up something like $8 a cord, and wood 
now is something nearer $30 a cord across the line, which is an in- 
erease I think from something like $12 but I am not a woodsman 
and those are figures that T hear, and your regulation is somewhat 
= basis now of the United States cost of some wood in the North- 

ast. The Northeast produces about 50 percent of the newsprint in 
the United States. In the State of Maine two companies are left. 

Mr. Worverron. The reason for my inquiry is the fact that Canada 
has jumped its price $10 and there seems to have been an agreement 
or understanding between OPS officials and manufacturers in this 
country to grant an increase limited to $3 to $ 

Mr. Wausn. There was no agreement to that effect. We have a 
regulation which says that the calculation shall be made, show cer- 
tain cost increases, and they may adjust their prices accordingly. 
We asked the domestic people what their calculations were going 
to show. They said they had not made their final calculation, but 
at first glance it looked as if United States prices would go up $3 
to $5; but there was no arrangement with them on that basis at all. 

Mr. Worverton. Would the reasons that have been given by Mr. 
Mears as a possible justification for a rise in the Canadian price indi- 
cate that their costs have gone up. 

Mr. Warsi. One element of their cost that went up more than 
ours was the labor cost because they had been lagging on labor rates. 
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They have definitely caught up recently. Also it is my impression 
they do have a little more inflation than we do, so their cost would 
be rising faster. 

Mr. Worverron. There was some reference made by you to ECA. 
I did not catch the significance of this. How did ECA figure in this? 

Mr. Mears. There was a shortage of pulp in Europe and it was 
in order to promote the production of paper. I do not know how 
much money was set aside to purchase wood in Canada. The handiest 
place to purchase wood from Canada for Europe is the Maritime 
Provinces. That is where the operation was. I think it is all over. 

Mr. Wotverron. Those provinces are part of Canada? 

Mr. Mears. New Brunswick, Nova Scotia, Quebec, Newfoundland. 

Mr. Wotverron. Is Newfoundland still a part of Canada? 

Mr. Mears. It is a part of Canada now. 

Mr. Wotverton. They voted to become a part of Canada and to 
that extent disengage from Great Britain? 

Mr. Mears. That is right. 

Mr. Wotverton. I have had an impression or indication that we 
had shipped wood pulp from the Northwest to Korea. Is there any- 
thing to that? 

Mr. Mears. I would not know about that, Congressman. 

Mr. Wotverton. ‘That was in 1949 or 1950. 

Mr. Mears. Very likely. The Far Eastern market is a very natural 
market for the Pacific Northwest mills. 

Mr. Wotverton. Would OPS have the right to permit manufactured 
goods in this country to be sold in Canada above our ceiling price? 

Mr. Watsu. I usually hesitate to speak without advice of counsel 
on such things, but I feel quite sure if we wrote a regulation and said 
that did not apply to exports it would carry, but I doubt if we would 
be able to specify exports to one particular country. I am sure that 
would interfere with arrangements of other departments of the Gov- 
ernment. 

Mr. Wotverton. Are you in a position to know whether Canada 
does purchase material from us that is now under ceiling and which 
could be made the subject of an order such as we are discussing? 

Mr. Wausn. No; I am not in a position to know, of my own knowl- 
edge, but I believe it is true that there are such items. 

Mr. Wotverron. Would an increase in price have the effect of 
getting a greater production in the United States / 

Mr. Mears. Ultimately. 

Mr. Wotverron. I like the word “immediately.” 

Mr. Mears. There is no such thing as immediately with reference 
to newsprint. It takes 2 to 3 years to establish a newsprint mill. 
Moves made today affect the production of newsprint several years 
from now. 

I can cite an instance in World War II. During World War IT 
under the ceiling set, the skids were greased for the loss of some 200,000 
tons of newsprint production in the United States. The price start- 
ed in, and incidentally I wiil have to argue with my conferee here 
that the price frozen by OPA was $51, and during that regime it 
advanced under Government regulation to $85, approximately, but 
the increases were small at the start. Consequently, the mill at Bucks- 
port, the Maine Seaboard Paper Co. producing upward of 100,000 
tons a year, had to be put on the block to get it out from under the 
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holding company it was tied in with, and no newsprint interest would 
buy it. But Mr. Luce of Time and Life bought it, sold it to St. Regis 
Paper Co. ultimately, and now it is making g ground wood book paper. 

The Finch, Pruyn & Co., at Glen Falls, which used to produce 
50,000 tons of newsprint, during my experience with OPA as chief 
of newsprint and as consultant, came down and beefed continually 
about the price of newsprint to such an extent that by the end of 
1945 they had arranged to discontinue production of newsprint and 
had arranged for the transfer of contracts which ran beyond January 
1 to Canada. 

Also the Gould Paper Co., at Lyons Falls, N. Y., producing around 

50,000 tons, was uneasy and losing money, and in fact they were in such 
desperate shape under the OPA ceilings that they begged us or 
asked us for permission to discontinue newsprint because we were 
sending them directives to ship newsprint to the Army, the Navy, and 
other Government agencies. 

As you go west, you have two small mills in Wisconsin and Minne- 
sota. I think one of them was Wisconsin River. I cannot recall 
the other. They were small. Possibly the two of them together 
might have amounted to 40,000 tons. 

When you get way out on the west coast you have Crown Zellerbach, 
who I believe discontinued two former newsprint machines on news- 
print and turned them into machines producing machine-coated 
ground wood book paper. My recollection is that that was at least a 
drop of 55,000 tons in the quantity of newsprint. 

That did not happen until 1945 or 1946, but the initial push was 
given back at the time in the early days of OPA. 

Right now there is talk of encouraging the production of news- 
print in the United States and vet if bankers or other people are in- 
clined to invest in it but find that it is not given a fair shake against its 
foreign competitors, I doubt if they will want to invest. 

In the case of companies who can divert to other grades, they 
might say, “We have too many eggs in one basket, let us get some of 
them out. Let us start now and get our engineers to get these things 
on paper, so we can proceed after the emergency is over.” That is 
where you have to look. You just cannot go into the newsprint busi- 
ness because you dec ide you want to go into it: you have to have 
some wood. These Canadian mills have been able to drive most United 
States competitors out. There was a terrific price war during the 
1930’s which nobody has forgotten. They have the combination of 
wood, cheap power, and the water to float it on. 

The Great Northern Paper Co., for instance, could never have 
withstood this competition if it had not been for the combination of 
power and wood behind it and the water to float it to the mill, the 
most part of it. 

I am speaking of this Bucksport Mill. There was a mill that was 
built to absorb power from a big dam on the Kennebec River and it was 
built on the seaboard because that gave it some advantage freightwise. 
Woodwise it had fair holdings and it was adjacent to these Maritime 
Provinces where it could get wood by vessel and right to the mill, but 
even at a dirt low rate on power it was figuratively speaking $6 to $8 
a ton behind the eight ball in producing ground wood pulp. 

I have heard talk of these other materials, and I think I should 
make it clear that the basis for manufacturing newsprint is ground 
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wood pulp. It is ground right from the stick. You get practically all 
of the wood in the pulp except the bark and a few splinters. It is the 
cheapest grade of pulp that can be manufactured, and any talk of fibers 
which have to be reduced to fibrous material by chemicals are out of 
the running costwise. If you talk about making paper out of bagasse 
or cornstalks and things like that, it is perfectly possible to make paper 
out of those things if you just close your eyes at the cost. It would 
probably cost around $200 a ton to make paper out of bagasse. 

You have another problem with these fibrous materials like corn and 
bagasse. They area crop. You get in a few months or a very short 
period of time the total amount that is available and then you have to 
transport it and store it all through the year and if you build a mill 
of a size of 300 tons a day you can just imagine the area that would 
be occupied in storing enough cornstalks to run a mill of that size for 
any period of time, or bagasse. So that you are tied on to wood. 

Even in the South the two mills there grind this wood and that was 
one of the things that hampered them at the start, as to whether that 
wood with so much pitch in it could be ground. It was found that by 
using young wood it could be ground and it is being ground. However, 
if you will check into the southern mills making newsprint you will 
find that they could not exist even at today’s prices if they did not have 
a large kraft pulp mill tied on to them. In other words, you do not 
build a mill down there with a little chemical pulp mill sufficient for 
the newsprint and your ground wood pulp mill with it, they would 
not make the showing they do now. That can be checked with the 
Lufkin mill, the Southern Paper Co., the Coosa River Paper Co. which 
is largely publisher-owned. 

I have noted, for instance, that since the Canadians announced the 
$10 increase, Coosa River was the first mill in the United States to 
intimate to its customers that it would go to that price if regulations 
permitted, and that if it became the New York price, on which their 
price is predicated, they would ask it. That is how desperately they 
need that extra money for newsprint. 

Mr. Beckwortnu. Which mill was that ? 

Mr. Mears. Coosa River, Coosa Pine, so called, the latest one. You 
see, that mill has tied on to it, I believe a 300-ton-a-day kraft mill 
which bleaches kraft pulp which is used in other grades of paper, for 
instance, in such things as Kleenex. And the newsprint mill uses a 
very small percentage of that kraft pulp in newsprint. 

Shall I run on, about this subject ? 

Mr. Becxworrn. Go ahead. It is very interesting. 

Mr. Mears. I have heard of sulfur and the dire consequences of 
cutting off sulfur. It would be very, very bothersome, but it is pos- 
sible to make newsprint with a very small percentage of sulfite. You 
can’t produce it as fast, however. The sulfite, which is a chemical 
pulp, more the real length of the fiber in the wood as compared to 
ground wood, which is pretty fine pulp, is used in paper making, mak- 
ing newsprint, to give better drainage to the pulp so as to get the water 
out of it faster, thereby gaining speed, and to lend what we call wet 
strength to the paper before it is dried, getting it over these presses 
which squeeze the water out of it, and so forth. 

Now, vou can cut that sulfite pulp very materially. We have run, 
just to see what would happen, with no sulfite, and nobody noticed 
the difference in the finished product. But there is that factor of not 
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being able to get top production. And therefore, if sulfur gets scarce, 
whether it is just because we can’t get it, or you cut it off, the first step 
would be to reduce it to the least possible amount, and then the pro- 
duction would have to come down. It would slow down. You can't 
run the machines as fast. 

And there is also the possibility that if they—the Canadian mills— 
wish they could cut off shipping chemical pulp, of which we get some 
2,000,000 tons from Canada. A lot of it goes into rayon. They might 
find they could consider that. 

You might also give considerable consideration to the fact that the 
United States mills, not so much newsprint mills, get 2,000,000 cords 
of wood a year, about, out of Canada. They have regulations that are 
very tough if they want to use them to hold wood in Canada; if you 
don’t hold the ax right, for example. 

There is another factor that I have often considered, and that is 
that during World War I], the traditional labor supply of French 
Canadians along the northeastern border of New York State, New 
Hampshire, and Maine, was curtailed by the Canadian Government, 
and you had to get quotas from them in order to get these men across 
the line. Because they couldn't draft farmers, and if you were famil- 
iar with the land across the United States border, you would find you 
would run from wild land to farm land. And the wood cutting is 
done in the fall, usually. That is the time the farmer is not so busy. 
So the boys go into the woods, at times as many as 10,000 of them. 
working all along that area, providing the United States Bureau of 
Immigration agrees that there is no surplus labor within the United 
States. And asa matter of actual practice, it is nearer for the French 
Canadian to go into the Maine woods, for instance, than it is for a 
State of Mainer in Bangor to get up there himself, even if he liked 
to do it. 

So that is still in effect. The quota now, I believe, is something 
like 9,000. And it can be eut down. I can’t recall exactly, but dur- 
ing World War II, I think it was down to about 3,000. 

Now, vou can’t blame the Canadians. If they need the labor up 
there and can get them to go to work wp there, they certainly have a 
right to try to hold it. But it isa factor. And all those things, the 
wood and the pulp and the labor, have a very considerable effect on 
the paper industry and the board industry in the United States, leav- 
ing newsprint out of the picture entirely. 

I bring this all up just so you gentlemen will realize that you are 
not toying with something that you can just throw back at the Canadi- 
ans and say, “You do it this way, because we think you ought to.” 
They really know what they are talking about. 

Mr. Dotiiver. In other words, they have some aces, too. 

Mr. Mears. A great many. In fact, they are playing with a Ca- 
nasta deck. 

Mr. Wonverton. Speaking of the war condition to which you have 
referred, I have understood there was a lack of suilicient labor at that 
time in the Canadian woods because agricultural workers were exempt 
from the draft, and there was fear upon their part that if they went 
into cutting of wood they would not be considered as agricultural 
workers. Was that at ieast part of the reason / 
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Mr. Mears. ‘The object seemed to be to retaliate against the French 
Canadians who did not like to enlist, and this device came up origi- 
nally on that account. 

But then it was thought that it would force these French Canadians 
north of the St. Lawrence River to cut wood. But there, again, it was 
almost the same thing as taking people from the State of Maine to 
go away north. Going north of the St. Lawrence River, to these people 
who live in the southern reaches of Quebee and along the border of 
New Brunswick, was a long way from home, and they wouldn’t go. 
But still it was there. 

Mr. Wotyerton. What would you recommend or suggest as to what 

should be done with reference to a national policy in this country 
that would have at least a tendency or be an uncentive to increase the 
production of newsprint in this country / 

Mr. Mears. Mr. Wolverton, if economically sound locations are 
available, the talk I heard this morning of something along the line 
of tax relief would be helpful. 

It is difficult in any industry now to make replacements on the 
amount of depreciation allowed in the income tax set-up. Whether 
you could single out an industry and baby it along that way, I do not 
inow. It would probab ly have to apply to others. 

Mr. Wotverron. I ani not speaking of industry in general. T have 
in mind the fact that at the present time we are depe ndent on a foreign 
government for 85 to 90 percent of a very esse ntial commodity, and 
there is just something about that situation that does not make one 
feel comfortable, consequently we search around to find how that it 
could be changed. 

Mr. Mears. Well, I am not familiar enovgh with the South. We 
know for a fact that two mills are operating making newsprint. I 
have told vou of the prerequisites that they have to have in order to 

do that. They have to go into the other pulp along with it. Or if 
they want to make paper out of that pulp they can too. And that pulp 
has to carry the newspring along. ‘In other words, you are more or 
less making the newsprint at not too profit: able a price and making your 
profit out of the other, which is carrying the load. And that is not 
too attractive, because it would be much simpler to go right whole 
hog into the manufacture of Kraft paper of some sort and not have 
the headache of going through the other. 

Mr. Wotverton. Do you have in mind any type of incentives that 
might be inaugurated, whic +h would be helpful 4 

Mr. Mears. Well, it is very difficult to say, except that the tax angle 
might help to promote it. But one of the very important things that 
should be done in this country is to educate the individual landowner 
to the importance of conservation and building up his timber. You 
see, corporation controlled timberlands are in general pretty well 
handled. They are self-perpetuating. But I believe that some years 
ago about 70 percent of the wood going to paper mills came ‘from 
private holde rs. It is there that the education has to be done. The 
corporation knows that this is its lifeblood, and it takes care of it, and 
it cuts it so that it will regrow as fast as it can use it, if they can pos- 
sibly arrange it. 

Now, then, if that were done and some tax relief were given to the 
wood lot owner, some incentive to take care of it and give him help— 
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I believe the State of Virginia does a very good job and it is the imn- 
peers all over the country that nothing has been done. A great deal 
1as been done. But more could be done. And then you might 

gradually build up the surplus necessary in wood. 

mh it is possibel that as power is developed at low rates, these 
mills which couldn’t be located on their own water powers might be 
able to buy power at a sufficiently low rate, or fuel in the shape of coa| 
and natural gas at low enough prices, so that they could exist. But 
they never could exist if this price were to fall off $15 or $20 a ton, 
from today’s level of $105 or $106. Because they would have been 
built at terrifically high cost, and they would be competing with mil|s 
that were built, many of them, before World War L. The basic part 
of them were built. The power was developed. And it would be an 
almost imposible competitive condition. That is what scares people 
from investing in it. Because while this is a tight market, you know, 
just in the late part of 1949 there was an easy market. In fact, in the 
first 4 months of 1950, the Canadian production fell off 35,000 tons 
far lack of orders. We ourselves could see our orders falling off, <0 
that where people said they would like a little more paper, we made 
spot arrangements over and above their contract for the balance of 
the year. We didn’t dare commit beyond that. And by the middle 
of June, we wished we hadn't done it. Now, that is how near this thing 
is in balance. And if a newsprint mill operates less than 85 or cer- 
tainly 80 percent of capacity, it in the red. 

Mr. Beckworrn. What was your company, before you came with 
the Government ? 

Mr. Mears. The Great Northern Paper Co. 

Mr. Wotverton. What is the price of newsprint in the Scandinavian 
countries ? 

Mr. Mears. Oh, I could only venture a guess on it. I have heard as 
high as $300 a ton. I don’t know. It is erratic. 

Mr. Wotverton. To whom is it sold? 

Mr. Mears. Well, it goes into Europe and pretty much all over 
world, wherever they can find markets. 

Mr. Woxverron. Does that $300 represent United States dollars, 
or does it represent the currency of the Western European countries / 

Mr. Mears. It has been figured in United States dollars. [ think 
that is unusually high. I doubt if there is much sold at that price. 
There may be factors involved there of transportation, and so forth, 
that may cause it to look very high. But we in this country, before 
this little lull in 1950, had a good deal of French newsprint imported, 
which I was told by friends they had paid as high as $250 a ton for. 
That was United States dollars. 

Mr. Worverron. Do you know whether those sales are made on the 
basis of United States dollars? 

Mr. Mears. They were made to get United States dollars. They 
were made right in the United States to get United States dollars. 

Mr. Wotvertox. Where did they get the money from? 

Mr. Mears. From the United States publishers. 

Mr. Worverron. But I understood that this was sold to European 
countries. 

Mr. Mears. Oh. I thought you had asked about the sale in the 
United States. 

Mr. Wotverron. No. 
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Mr. Mears. I am not familiar with the European, the Finnish, 
Swedish, and Norwegian prices, in the United States, right now. 

Mr. Wotverton. Do vou know about that, Mr. Walsh? 

Mr. Watsu. The evidence we have of sales of Scandinavian pulps 
and papers in Europe, where the prices are quoted in dollars, is 
simply a translation of what that would be in United States dollars. 
But the dollars are not there. The dollar shortage is still important 
to them. 

Mr. Wotverton. That is the reason I asked the question. It was 
vossibly due to a misunderstanding. It immediately occurred to me, 
“Where do they get the dollars?”—unless they come from the United 
States. 

Mr. Wausu. Those are calculated equivalents. 

Mr. Wotverron. As you encumerated the different mills across 
the country that had given up the manufacture of newsprint, the 
thought occurred to me: “Was it due to the OPA regulations?” 

Mr. Mears. No, I wouldn’t say that, strictly. It was due more 
to the fact that the costs of the larger producers were low, and the 
cost of these marginal mills was so high that it was not given due 
consideration to hold them in the market. In other words, the lower 
costs were allowed to influence the ceiling price, rather than having 
it set so as to hold an umbrella, we will say, over these marginal mills. 

In other words, they were noncompetitive, you see. In fact, across 
the country, and very much so up in New England and New York 
State, there are a group of mills known as ground wood specialty 
mills, every one of which was formerly a newsprint mill, practically. 
This low cost Canadian paper put them out of the running, and they 
had te turn to something else, and they had tariff protection, which 
was of some help. 

Mr. Douuiver. They had what? 

Mr. Mears. Tariff protection on those grades. Now, those mills 
had in varying degrees the requirements of newsprint mills. ‘They 
were usually near woodlands, and they had some power, but they 
were rather small units, which couldn't be expanded so as to cut their 
overhead down. And so the only asset they had was their power 
development, which enabled them to make ground wood pulp. And 
they struggled, and as time has gone on they have improved the 
quality of these ground wood pulps tremendously, by bleaching and 
mixing in fillers and coating them. And they have gained a con- 

iderable degree of acceptability, and the production of those mills 
now is about 800,000 to 900,000 ton of these grades. 

But years ago, almost without exception, they were all newsprint 
mills. In my memory, I know many of them that were newsprint 
mills, and considered pretty good newsprint mills in that day. 

Mr. Wotvertron. There are two elements that are disturbing to 
me: First, that we seem to be at the merey of Canada for a sufficient 
supply, and, second, our Government does not seem to be doing any- 
thing about it. 

Mr. Mears. Which government ? 

Mr. Wotverton. Ours. That is from the standpoint of increas- 
ing production, providing the means by which we could look more 
hopefully into the future, with the thought that there would be an 
increased supply. And the other is that we have not made sufficient 
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srogress in our development of other means of producing paper 
yond the use of wood, as you speak of it. 

I think of the tremendous strides that have been made, by way of 
illustration, by the du Pont Co., for instance, in the different products 
that it has brought on the market as a substitute for what would have 
seemed an impossible situation, for instance practically finding a dif 
ferent commodity than cotton, which we had looked upon as basic in 
our country. 

So that, having those thoughts in my mind, it is disturbing to 
realize that we do not seem to have progressed in this particular en- 
deavor. It may be due to the lack of possible financial return sufli- 
cient to justify it. I do not know. I can hardly feel that it is due 
to lack of ingenuity on the part of our scientists who work on these 
matters, if they really got down to work on it. 

Mr. Mears. A great deal of work has been done on it, Mr. Con- 
gressman. But you always run against this stone wall, of the con- 
tinuity of supply, and also this high cost of converting into pulp. And 
another thing: As to the cornstalk, the fiber looks pretty good to 
you, but it isa sort of a tube. 

Mr. Worverton. Of course, I have in mind that is one of the ele- 
ments that preclude our using it at this time. But my point is that 
it would seem to me that with all the scientific knowledge that we have 
in this country, if it should be applied to this particular problem. 
maybe it could solve the use of the cornstalks or the use of grass or 
whatever else might be used. I do not know. 

Mr, Mears. You are quite right. And 1 should not say that this 
thing is impossible. I agree with what Mr. Ticoulat said yesterday, 
that the possibility of these other fibers is rather dim for newsprint. 
But they may find a place in other grades of paper where you can 
recapture the cost, and in that way you augment the wood supply, 
and if you augment the wood supply, vou then get in a position where 
you can have more newsprint mills. A great deal has been done and 
is being done to use hardwoods in papers. 

Mr. Dotirver. Use what ? 

Mr. Mears. Hardwood. You see, most of the wood used in paper 
has ben coniferous, softwood. But unfortunately, if you grind maple 
or birch you get such a fine short mushy fiber that you can’t do much 
with it. So there again the hardwood goes into chemical pulp, which 
is more expensive. It costs a good deal more. But the use of hard- 
woods has grown very, very much. 

In New England considerably more hardwood is being used, which 
stretches the supply of wood. 

In the case of corporations owning large tracts of land, you can get 
hardwood, and vou are to some extent weeding the patch, you might 
say, speeding up the recurrence of softwood growth, which runs in 
cycles. 

Mr. Wotverton. Mr. Chairman, there are several other questions 
that I have in my mind that have to do with the rights, powers, or 
authority of the OPS in making roll-backs that are effective outside 
of our country; whether this has been proposed or is being proposed, 
the effect of Canadian prices on United States publishers, the effect 
on United States manufacturers, and the question of whether they 

will raise or be allowed to raise prices accordingly. 





ee 








aper 


y of 
ucts 
lave 
dit 


ein 


yr to 
en- 
uffi- 
due 
hese 


‘on- 
‘On- 
And 
l to 


ele- 
hat 
ave 
em. 
; or 


ret 
ht 
in 


ns 
or 
de 
d, 
ct 
“y 








Pre Rae CS Se eT eae eee 









SUS a, Tee Le 


pas 


+ Sithatipiis pe Bo 


sme ea 





BERS Rane eaten a la tS 


sd 


os 
e 
S 


NEWSPRINT INVESTIGATION 279 


Will it roll back, affect, or abrogate the United States-Canadian 
contracts for newsprint, as has been stated ? 

What would be the effect of the application of OPS rules and regu- 
lations in view of the Treaty of Chapultepec that was entered into, 
where certain engagements were made upon our part with nations 
participating in that treaty ? 

Those are a few of the questions. But I realize I have taken more 
time that I am entitled to have, and I will desist for the time being, 
to give other members an eenmnty to ask questions. Bee: ause we 
all realize the value of the testimony that we are able to obtain fron 
you two gentlemen, w ith your bac ero and e xper ience and k nowl- 
edge of the subject, it is very tempting to continue questioning in 
order to get the fullest possib! le information that we can before our 
committee in dealing with this matter. 

Weare very grateful to you gentlemen for the information you have 
given to us, and we feel not only indebted, but greatly helped by your 
testimony. 

Mr. Beckworru. Mr. Harris, do you have any questions ! 

Mr. Harris. Mr. Chairman, I would be perfectly willing to defer, 
to let the gentlemen answer the question or questions that Mr. Wolver- 
ton put to. you, if you would care to try. 

Mr. Watsur. That was a complete description of my job. When I 
can answer all those questions I can go home. 

Mr. Harris. The one question that I wanted to ask had further 
reference to the hardwood situation which Mr. Wolverton brought up 
and which he has discussed. I have lived in a very prolific timber- 
growing area. Up until the last few years, we have been led to believe, 
and in fact it has been said constantly by most timber people, that 

we were running out of hardwood, that we did not have any hardwood. 
It is about all gone. In the last 5 or 4 years, quite a bit of expansion 
has taken place, and they come up with plenty of nee wane 

Now, it is my understanding that it takes hardwood 20 to 25 years 
to develop. Is that true? 

Mr. Mears. Oh, yes; it takes a long while. 

Mr. Harris. Longe r than that sometimes. How is it we were so 
short up until the last few years, and now we are finding a lot of 
hardwood that we did not know we had? 

Mr. Mears. It probably was short for lumber but not paper, because 
in the paper use of hardwood you can chip up the limbs, and you are 
not so interested in the straight bole to get boards out of or veneer. 

Mr. Harris. That could very well bea ‘good explanation. 

Mr. Mears. And you can use scrub erowth, and so forth; which 
might be the explanation of that. There may still be a shortage of 
hardwood for lumber or veneer logs, but still there might be a lot of 
growth that could be used by some pulp mill. 

Mr. Harris. For instance, I was talking to the manager of a pretty 
good sized outfit in western Arkansas, an opel ration centering in 

Arkansas, Oklahoma, and other places. He tells me that more than 
50 percent of their operation is with hardwood now. They have an 
enormous supply of it. = was amazing to me, because I had heard 
otherwise over the last few years. 

Did I understand that Fas ast makes better pulp than soft wood ? 
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Mr. Mears. No. No: it is quite short in length. I am not too much 
of an expert, although we have done a little experimenting. It is not, 
as I said, good for grinding, because it is short-fibered to start with. 
But if cooked by the kraft process, you get a pulp which can be used 
in fairly high percentages, probably requiring the mixture of longer- 
fibered pulps with it. But I do not know too much about that, whether 
they use it 100 percent or not. Anyhow, it is an extender, an extender 
for our other woods. 

Mr. Dotuiver. I do not know whether you were here when ques- 
tions were asked about this supposedly new process that was referred 
to by a publisher recently, as to chemiground wood, which was de- 
veloped at the Agricultural College in New York, I believe. Are you 
familiar with that process / 

Mr. Mears. Well, there is a process known as the semichemical pulp 
system, which is partially chemical and partly done through an attri- 
tion mill, rubbing mills or refiners. But that process, while it cuts 
down the use of chemicals, also requires considerable power. It does 
not require as much power as grinding direct from the wood, but it 
requires appreciable amounts of power. 

Mr. Dotuiver. That process does use hardwood, does it not 

Mr. Mears. Yes; and they might through that process develop 
maybe a slightly longer fiber. They might get an average slightly 
longer fiber there, or at least a paper-making fiber, because they get 
little bundles of fiber instead of just the individual one. You see, all! 
these chemical processes attack the ligneous matter in the wood caus- 
ing the fibers to free up—the actual wood fibers. When you grind 
wood, you do not get single fibers, but mainly, if you look at it under 
i microscope, it is little bundles of fibers which are scraped off. 

Mr. Doutitver. And it still has all the lignin, I suppose ¢ 

Mr. Mears. It still has all the lignin. That is the reason newsprin' 
turns color so quickly in the sun. It goes back to the wood color. 

Mr. Watsn. There might be another answer to Mr. Harris’ question 
on hardwood. The stands of hardwood are pretty scarce, the actua! 
forests of hardwood. But all through the softwood forests, there are 
hardwood trees here and there. They have been unavoidable, because 
they were too far out to reach for. But with the growth of the paper 
industry in the South using the softwoods, the logging has now got 
to the point where the hardwood trees are picked up individually and 
collected. That produces a lot more hardwood than was otherwise 
available. 

Mr. Harris. Now, you are with the Price Stabilization people. A 
question was brought up this morning about the attitude of some of the 
Canadian mills, according to newspaper reports, on the attempted 
stabilization program applying to prices from Canada. It seems to 
me that there is a situation that some resolution is going to have to he 
determined upon. As I understand, kraft is already under the stabili- 
zation program, and you have orders, or regulations, either in effect 
or about to become in effect. 

Mr. Watsu. No more so on kraft than on newsprint. All paper is 
under regulation. 

Mr. Harris. You have it on kraft and newsprint ? 

Mr. Watsu. Well, neither one of those has a separate regulation of 
its own yet. We are working toward that in all phases of our activity. 
But they are all under the general freeze of January 26. 
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Mr. Harris. Yes; I appreciate that, but you have a regulation com- 
ing up which you are considering, and you are going to use a base 
period of July 1 or June 30, 1950, to June 30, 1951; is that right ¢ 
Or is it 1949 to 1950? 

Mr. Watsu. The last half of 1949 and the first half of 1950 previde 
the four quarters that are permitted under regulation CPR 22, under 
which all manufacturers are calculating their cost increases to see 
whether they have to go up or down on their ceilings. But that will 
not be the final regulation. 

Mr. Harris. It will not be the final regulation ? 

Mr. Watsu. No. From that we will still write a series of tailored 
regulations. 

Mr. Harris. Well, I have heard some very serious complaints from 
the kraft people about catching them at a particular base period 
when they were way down, and so far below. I do not know whether 
they are correct in that contention or not, but nevertheless they say 
they are, that they are in a terribly tight squeeze. 

Mr. Wausu. The entire paper industry presented a brief and tried 
to substantiate a case with the agency, that the whole paper industry 
was caught in that low position, and that a different base period should 
be permitted for the entire paper industry. That appeal was turned 
down, on the grounds that it wasn’t established sufficiently strongly 
to be accepted for the industry as a whole. 

But we assured the group that when we got to writing tailored 
regulations for different sections of the industry, such as the kraft 
segment, we would give very serious consideration to that. And that 
is what we are doing on kraft. 

Mr. Harris. You have not decided yet whether you are going to 
adopt that base period for the kraft industry ¢ 

Mr. Watsn. Well, base period is actually only one of the tools that 
we use. QOur job is to come up with a final price level which is fair 
to the industry; whether we do it by changing base periods or some 
other technique is rather beside the point, but we realize that some- 
thing must be done for the kraft situation. 

Mr. Harris. Well, I am glad you recognize that. 

Mr. Watsn. And certain other ones, too. 

Mr. Harris. I did not intend to get into that problem, even though 
I recognize it is important. What I was leading up to was the price- 
stabilization program applying to newsprint in this country, and the 
situation we find ourselves in when 80 percent of it comes from Can- 
ada, for instance, and the price-stabilization program not applying 
to what we get out of Canada. 

Mr. Warsn. It makes it very difficult. 

Mr. Harris. I just wonder how you are going to approach that situ- 
ation or justify any action. 

Mr. Warsu. Well, what we are doing now, as I said in the begin- 
ning of my testimony: We h: ave definitely agreed to take no action 
until we have seen what can be done by negotiation with the Cana- 
dians. And T really hope that something ¢ an be worked out, because 
our interests are very much tied together in the two countries. 

Mr. Harrts. In other words, it is contemplated that you will come 
to some decision that will treat the domestic industry on a compar able 
basis with the industry from which we get most of our newspr int, out 
of Canada, 
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Mr. Watsu. It is too early to make any predictions as to what sol, 
tion we will find, but that is the solution we are heading for; yes. 

Mr. Harris. Thank you very much. 

Mr. Heiter. As Mr. Wolverton so ably stated, I too find that I am 
a bit perturbed by the fact that we have not gone for ward to find 
other methods or processes of a substitute for manufacturing news. 
print. I have been interested, from what I have heard in the bagasse 
process. Is there something you can tell me about that? 

Mr. Mears. Well, not from personal observation, Mr. Heller, but 
1 have talked to people who were at Holyoke when they made the tria! 
run and who saw it run on the presses; and as Mr. Ticoulat said, you 
could print on it, and it was paper, but based on the amount of 
chemicals used to produce this pulp, our people figured that it would 
be prohibitive. The cost of the ingredients would be almost twive 
what the selling price of the newsprint was. You can make paper 
out of almost anything that has fiber in it, but you have economics 
to consider, whether it is feasible or not, you see. 

A great deal of pulp in Europe seems to be being made out of this 
esparto grass, which is a grass I think they got from Africa, which 
they made chemical pulp out of and made a lot of their writing-paper 
grades out of. Nobody says these things are impossible where thie 
fiber is there. We simply say they are not economical. Now, that 
is the whole crux of the problem, right there. It isn’t that industry 
would lag if there was the slightest possibility of getting those into 
paper at a reasonable figure. They would come in. But this a 
of the character of these fibers also has a good deal to do with | 
Take a cornstalk. You break it and you see these long fibers, ‘ 
you think, “Oh, gee, they are beautiful.” But actually “those aren’ 
the kind of fibers that make good paper. They are too coarse. And 
when you start to reduce them toa degree of fineness to work them into 
paper, they sort of break up like a fine glass tube, if I can give you 
that as a sort of a rough idea of what happens to those long “tubes in 
bagasse and cornstalks, you see. 

Paper i is made up of millions of little short fibers, and it isn’t neces- 

sarily always the length of the fiber that gives the paper the strength. 
It is more of them interlocked like this [indicating] that give it “the 
strength. And if you want to prove that, all you have to do is wet a 
piece “of paper and see how easily it pulls apart once you upset the 
cohesion between the fibers. 

Mr. Herter. In your opinion, should it be pursued ? 

Mr. Mears. Oh, it is being pursued. It might be that in countries 
so far removed from sources of supply that the cost of newsprint is 
high anyway even in normal times, with a plentiful supply of this 
material nearby and possibly the chemicals that they might have in 
those countries, they might develop a suitable paper to print news- 
papers and even magazines. But with the prices of paper as they 
have been in this country, those processes seem to be almost prohibitive 
from an economic point of view. 

Mr. Heuier. Might it be advisable under the circumstances to try 
to encourage American capital to go into these countries and try to 
develop it there, rather than doing ‘it here? 

Mr. Mears. I a it is being carried out in Cuba right now. 

Mr. Heuvier. What is that? 
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Mr. Mears. In Cuba, I believe there is a mill projected down there 
right now to make paper out of bagasse. _T believe Mr. Ticoulat said 
they make a sort of paper out of it in the Hawaiian Islands. I am not 
saying you can’t make paper out of bagasse, but I am saying that you 
can’t make very suitable newsprint out of bagasse. There are all kinds 
of paper. Of course, they are very coarse papers. 

Mr. Beckworru. Mr. Dolliver/ 

Mr. Dotuiver. I observed in your statement that you said that the 
producers of wood pulp in some of the New England States and New 
York had been forced into the production of wood pulp rather than 
newsprint. And, as I understood you to say, they were afforded some 
tarifl protect ion for the development of wood pulp. Is that correct ? 

Mr. Mears. I didn’t intend to say wood pulp. Ground papers. 
That is sort of a generic term, since the main ingredient in them is 
eround wood pulp, which is the main ingredient in newsprint. These 
grades of paper are upgraded from newsprint, you see. 

Mr. Dotutver. Now, do I understand, then, that the term “ground 
wood” includes wood pulp ¢ 

Mr. Mears. It isa wood pulp. Sulfide pulp is a wood pulp. Kraft 
pulp is wood pulp. But I think a term that would make it clearer 
toyou, Mr. Dolliver, would be mechanical pulp. It is ground mechani- 
cally instead of produced chemically. 

Mr. Douuiver. Very well, then. This ground wood does have tariff 
protect ion ¢ 

Mr. Mears. Pulp, as such, is not protected by tariff. You can im- 
port pulp duty-free. But paper made out of those pulps, that don’t 
conform to the tariff definition of newsprint, is dutiable. There is 
quite a regulation on what constitutes standard newsprint under the 
tariff regulations. 

Mr. Dotiiver. Standard newsprint is not dutiable ? 

Mr. Mears. No: it is not. 

Mr. Dotutver. That comes in without any tariff. But the ground 
wood, if I understand you correctly, does have duty ¢ 

Mr. Mears. If made into paper. And if it is not in conformance 
with these tariff regulations that set up standard newsprint. 

Mr. Watsn. I think maybe I can clarify that, Mr. Dolliver. 

Mr. Dotuiver. I do not understand it at all. I wish you would. 

Mr. Watsu. The original product, newsprint, and the product sub- 
stituted for it, ground-wood papers, are all made from ground wood. 
But the substitution was not froma paper toa pulp. The substitution 
was from newsprint paper, which is made of ground wood, to other 
papers which are made of ground wood, known as ground-wood spe- 
clalties. Now, those other papers are the ones that have tariff pro- 
tection. The mill didn’t shift to the manufacture of pulp. It shifted 
to other papers made from ground wood, other than newsprint. 

Mr. Dotuiver. I see what you mean. In other words, newsprint 
does not have any tariff protection. Is that correct ? 

Mr. Mears. That is correct. 

Mr. Dotuiver. But other kinds of pulp made from the same product 
do have some tariff protection, including kraft papers? 

Mr. Waxsu. Except that they are not made from ground wood. 

Mr. Dotiiver. They are not made from ground wood, but they are 
made from wood pulp? ; 

80176—51—pt. 1——19 
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Mr. Watsn. That is right. 

Mr. Dottiver. Sulfate pulp. 

I just wanted to be sure that I have that right. Now let me restate 
it, and you correct me if I am not right about this. 

As I understand it, newsprint coming in from Canada has no tariff 
protection at all. There is no tariff upon it. 

Mr. Mears. That is correct. 

Mr. Dottiver. But paper made from the same wood, that is, news- 
print of a higher grade, does have tariff protection ¢ 

Mr. Mears. That is right. 

Mr. Dotiiver. And when did this take place, this change from mili- 
tary protection for newsprint to free / 

Mr. Mears. The Tariff Act of 1912, I believe. 

Mr. Dotitver. The Tariff Act of 1912 took off the tariff protection 
for newsprint / 

Mr. Mears. And as was said yesterday, as Mr. Treanor said, that 

taking off of the tariff was given considerable push by the fact that 
there was this wave of conservation on at the time. But some of those 
forests that had been so depleted, I understand now, have grown up 
quite handsomely. 

But due to that wave of conservation in the State of New York, the) 
even wrote it into the constitution, that you can’t cut certain areas 
in the Adirondacks. Yet there is lots of wood there now where there 
wasn’t so much years ago. 

Mr. Douurver. Of course, it was pointed out yesterday, too, I think, 
by Mr. Treaner, that the decline in the relative amount of newsprint 
that was provided for the American market started about 1915 and 
has gone down continually since that time. 

Mr. Mears. It has. But I wouldn’t be entirely truthful if I said 

was entirely due to taking off the tariff, you see. 

Mr. Dotuiver. I would like to hear your views on that. 

Mr. Mears. That, you know, started these mills getting out of it 
because they didn’t have any protection. But principally, it was due 
to the tremendous amount of wood and power in Canada, which gave 
them these very efficient locations for mills, which eventually drove 
these mills out of newsprint. It was a case of where they could make 
it cheaper, and they were hungry for the market. So that if there 
had been in later years any tariff protection, their cost of producing 
would have been enough lower so that they could have absorbed tho! 
tariff. In fact, they do it now on some grades of paper. 

Mr. Dotuiiver. Now to turn to another subject, which was alluded 
to by, I think, one of you in testimony, that is the question of develop- 
ing new methods. I know in some industries they have a program of 
research that is carried on by the industry itself. Does the paper 
industry have any such program? Or does the Government have 
any such program for industry ? 

Mr. Mears. Yes: the Government does. In fact. the Forest. Prod- 
ucts Laboratory at the University of Wisconsin does, and there is thie 
Institute of Paper Industry at Appleton, which is supported very 
largely by the paper industry. There is a great deal of research 
done in those places on all these matters that you discussed. 

Mr. Beckwortu. Who sponsored, in the main, the so-called Herty 
process. The Government put little if any in there, did it not? 
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Mr. Mears. I am not so sure of that, Mr. Chairman. I think they 
got some help from the Government somewhere. Probably the help 
came from southern publishers, who were anxious to get an industry 
started. 

Dr. Herty demonstrated that if you took the wood young enough, 
and certain woods, and I do not know the species, loblolly, or some- 
thing like that, taking it before it built up much “heart” wood, which 
contains a large part of the resin, you could then grind it and get a 
suitable ground-wood pulp. Up until that time, people felt there was 
too much resin in it. And that is very bothersome on the paper ma- 
chines, because it comes out as what we call pitch and sticks in the 
wires, and it is bad. But he demonstrated in his laboratory that you 
could grind the young wood quite satisfactorily. 

Mr. Douttver. How extensive has the experimentation been with 
respect to other fibers than wood fibers 

Mr. Wausu. I think the Technical Association of the Pulp and 
Paper Industry, TAPPI, has a list of several hundred fibers that have 
been investigated pretty exhaustively. 

Mr. Donziver. I wonder where those investigations might be. 
Would they be available to the committee for observation, at least ¢ 

Mr. Watsu. They could be had through the American Paper and 
Pulp Association, the TAPPI section. 

Mr. Dotiiver. Now, yesterday we saw the bagasse paper that was 
produced at some Massachusetts mill. I believe. 

Mr. Mears. Holvoke. 

Mr. Doutiver. Holyoke, Mass., yes. Was that in the nature of a 
pilot plant? Or was it just the use of this particular material in an 
ordinary paper plant? 

Mr. Mears. Of course, there are lots of paper plants in Holyoke. 
It used to be a very large paper making center. And the arrangement 
was made at this mill to cook the bagasse and make it ready and then 
run it over one of their paper machines. And then they made an ar- 
rangement with one of the newspapers in the city to take the rolls over 
there and run off an edition. 

Mr. Dotiiver. It was a demonstration ¢ 

Mr. Mears. It was a demonstration. And it is that process that is 
now going into really production basis, I believe, in Cuba. 

Mr. Dotiiver. I did not quite hear that. 

Mr. Mears. The same process I believe is going to be carried out in 
Cuba or somewhere down in the Caribbean. 

Mr. Dottiver. That was not a permanent proposition, then, in Hol- 
yoke ¢ 

Mr. Mrars. No. No, purely a demonstration. The man that de- 
veloped the process for pulping it and the chemicals necessary had it 
done there, and he was there and supervised the whole thing. I can’t 
recall hisname. Iam very sorry. I should, but I can’t. 

Mr. Beckwortn. When one reads the statement of Mr. Treanor this 
morning, it says this: 

Our need for newsprint should continue and grow, and our future supply rep- 
resents a serious problem for the publishing industry. 

And when one considers, according to the authorities that have testi- 
fied here before us, that practically no applications have been sub- 
mitted for expansion, one certainly becomes apprehensive about the 
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future of the newsprint picture, so far as adequacy of supply is con. 
cerned, does he not ? 

Mr. Mears. The surveys that I am familiar with indicate that, bar- 
ring some periods of falling off, as the population increases worl<- 
wide, and as literacy increases, the demand for newsprint can go 01 
and on. It can increase in this country, without reference to the rest 
of the world. And that is why it is a long-range proposition, as | 
said. And if we can get this wood supply, you know, built up, get 
people wood-conscious, taking care of their wood lots, keeping them 
thinned out and planting trees when they cut trees, so as to get a 
plentiful supply of wood, then you have one of the major factors 
solved for getting newsprint made, if you can then get a location 
where the power is cheap and there is sufficient clean process water 
for running the mill. 

But I do say that the past prices and even present prices on news- 
print might look low when that time comes. 

Mr. Beckwortn. I have been interested in your opinion about the 
New England area, because you certainly seem to have a wealth of 
information about it. What is your opinion as to why Alaskan de- 
velopment of the newsprint industry has failed so far? 

Mr. Mears. Well, I only know about it by hearsay. I should say 
that the fact that no private capital has been willing to venture there 
shows definitely that there are bugs in it. The wood is there, but it is 
a long way from home. I believe that the Crown Zellerbach Corp., a 
good many years ago, surveyed it very carefully. I think the sug- 
gestion that instead of making paper there they put pulp mills there 
and bring the pulp to the United States is the most feasible, but I am 
not sure about that. Nobody could dispute the fact that that is a tre- 
mendous unused wood area; just like the northern part of Siberia is 
a tremendous unused wood area; if ways and means can be found of 
getting it out. I don’t think Government regulations permit bring- 
ing wood out of there. They require something to be manufactured 
in the territory. 

Mr. Beckxwortu. Do you think, in view of a statement like Mr. 
Treanor made this morning, about the continuous growth of the de- 
mand on newsprint, perhaps an extraordinary effort should be made. 
even if it requires some Government help, to explore that possibility 
further? 

Mr. Mears. Oh, I believe as a long-range proposition, it should be 
explored. 

Mr. Becxwortnu. I am thinking of the long-range proposition right 
now more than the short range. 

Mr. Mears. Very definitely. 

Mr. Beckwortn. Because when one looks at those 1915 figures that 
were quoted this morning, and then the figures that are in being today, 
and then imagines this country growing, as we all are thinking of. in 
the future, the long range is the part that gives rise to the most serious 
problem. 

Mr. Mears. That is absolutely true. 

Mr. Beckwortn. While this period of trouble is on, we naturally. 
one way or another, will get through it, we hope. But unless there is 
a greater interest on the part of people in the private field and a 
greater impetus to go forward, the time will come when we just wil! 
not have anything like an ample supply, as I see it. 
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Mr. Mears. I think that probably time is going to take care of it. 
Because if this shortage continues, or I mean this close relationship 
between supply and demand, people will give it more and more thought. 
And I am not advocating higher prices for newsprint, but | really 
believe that if the supply does not increase, and the demand does, 
economically you just cannot hold it down, and eventually you will 
reach a point where somebody becomes interested. 

Mr. Beckworru. It is rather obvious that if a person went out to- 
morrow and built, we will say, a newsprint mill, and then all of a sud- 
den the bottom fell out of the newsprint price this company would 
be ruined, would it not ? 

Mr. Mears. It would. Right there, you see, is what causes so much 
fear in the newsprint industry. Because this tremendous overpro- 
duction in Canada in the thirties, you see, nearly wrecked the whole 
industry. And it isa nightmare to look back on. It is hard to forget. 
And due to the fact that newsprint mills have to run at such a high 
rate of capacity in order to produce a new dollar for an old one, 
everybody worries, you see, as to what is going to happen if there is 
just a slight falling off. 

Mr. Beckworrn. Very definitely, because our country uses such a 
high percentage of the world production of newsprint that we have as 
much of a stake as, if not, more than, any other country. 

Mr. Mears. We have right now. There is no doubt of it. 

Mr. Beckworrn. And I repeat that it looks to me like the far more 
serious problem is the long-range problem rather than the immediate 
problem. 

Mr. Mears. I believe that myself. And I believe that many others 
would back both.you and me up on that; that it is what is going to 
happen as the growth goes on. You see, there may be little recessions 
here and there, but over a period of vears, they do project cont inuing 
growth and consumption of newsprint. 

Mr. Beckworrn. One other question. There have been recom- 
mended price raises for book paper, have there not 4 

Mr. Mrars. I would have to ask Mr. Walsh to answer that. 

Mr. Wausn. It is not recommended. It is all part of the operation 
of this CPR 22, the manufacturers’ regulation, in which each manu- 
facturer calculates what his price would be if he added certain cost 
increases to his pre-Korean price. That regulation is designed to 
bring some prices down and some up, those that are frozen too low. 
It is not known yet how that will operate. July 2 is the deadline for 
those reports to come in. They are beginning to come in a little faster 
now. 

Mr. Beckworrn. Is it likely that some of the increases are to be 
quite pronounced ¢ 

Mr. Watsu. In some fields, yes. 

Mr. Beckwortn. That has been my impression. 

There will be no way for that kind of thing to cause more of the 
newsprint production to cease and more of the paper to go into that 
particular line of production? 

Mr. Warsn. No, each of those calculations is a temporary thing, 
pending our writing a tailored regulation for each branch of the in- 
dustry. And if one segment does get way out of line by this par- 
ticular formula in 22, it will have to be pulled back by the tailoring. 
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Mr. Becxwortn. Do either of you have any comments with respect 
to the shortage situation? I do not believe that has been mentioned. 

Mr. Watsu. I can’t add anything to what has been said by the NPA 
people. 

Mr. Wotrverron. I recognize that you are here from the Office of 
Price Stabilization, but Mr. Mears has shown such a wide knowledge 
with reference to the manufacture of paper that I was wondering if 
he has any fears, as he looks into the future, as to a danger of an 
insuflicient supply of sulfur. 

Mr. Mears. You it is worrisome. Because we, for instance, are 
putting in a new paper machine, which increases production. And 
we are supposedly allocated the same amount of sulfur in each quarte: 
as we average quarterly in 1950. We can apply for that much. But 
if sulfur is needed in more essential industries, there is nothing to 
prevent that quota being cut down. We could stand some cut, and 
we would still not lose production. 

But if it had to be a very drastic one, we might have to do as | 
said. We might have to curtail the use of sulfite pulp, and automati- 
cally machines begin to behave badly, and you have to slow down and 
try to accommodate to that weaker sheet on the paper machine. 

There is another factor involved: That some mills, which are not 
normally what we call market pulp mills—that is, make nothing but 
pulp to sell to other mills—do occasionally sell surplus pulp when they 
feel able to. And in our case, well, we were shipping, oh, about 250 
tons a week of sulfite pulp to other paper mills. Beginning in Janu- 
ary, when the cut came along, we had to exercise our 60-day cut-off, 
which we had put in, fearing this sulfur shortage, and all that pulp 
was cut off immediately from these domestic mills. 

Mr. Worverton. When you speak of 250 tons, is that per day ? 

Mr. Mears. Per week. It is small, but it is a little surplus which 
was helping to maintain the supply and make us—the United States— 
a little less dependent on foreign pulp. 

Mr. Worverron. I have one other question, to be directed to Mr. 
Walsh. There has been some correspondence, I assume, between Mr: 
DiSalle and the authorities in Canada. Is that correspondence too 
confidential for the committee to have the benefit of it ? 

Mr. Watsn. I can tell you what I know of it. I do not have the 
correspondence myself. 

Mr. Becxwortnu. Mr. Wolverton, Mr. Stevenson handed me some 
texts just a moment ago that he indicates would bear on that corres- 
pondence, and without objection T will include them as part of the 
record, 

IT say this not to preclude your answering the question. 

(The matter referred to follows :) 


Text or DiSatte REQUEST FOR SUSPENSION OF CANADIAN NEWSPRINT PRice 
INCREASE—-WANTS TIME TO Stupy NEWSPRINT SITUATION 

Price Stabilizer Michael V. DiSalle on June 4 wrote R. M. Fowler, director 
Pulp and Paper Division, Canadian Defense Production Authority, and resident 
of Newsprint Association of Canada, urging a suspension in the recent $10 4 
newsprint price increase by several Canadian newsprint mills until a review 
of the situation conld be made. Text of DiSalle letter follows: 

“For the purpose of reviewing our various discussions on the subject of price 
administration [ would like to reeall our original meeting early in January 
1951. At that time we discussed the increases that had already occurred in news 
print and felt that any further increases would be unwarranted in the light of 
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conditions at that time. You pointed out that although Canada had no price con- 
trols you were in a position to hear of proposed increases and that you would 
notify us of any such possibility so that we might have the opportunity of dis- 
cussing it. 

“On the afternoon of May 15 our people in the Forest Products Division tele- 
phoned you with reference to a rumor of a $9 increase in the price of newsprint. 
They reported that in their conversation with you you termed the rumor as 
being just that. You further advised them that following the establishment of 
the Defense Production Authority newsprint had been declared an essential 
material even though specific controls had not been imposed, and that you had 
advised all newsprint manufacturers in Canada not to increase their prices until 
you had been notified. You further stated that when and if you should receive 
such notification you would examine the situation to determine whether it was an 
individual case or an industry problem, that if the proposed increase seemed 
justified the matter would be taken up with the Canadian Government, and that 
we would be advised before any increases were put into effect. You also indicated 
that there had been substantial increases in cost and that there had been a 
considerable amount of grumbling about present prices, but that the first you 
had heard about the rumored $9 increase was when you read about it in the papers. 

“On the 3lst of May we were given an aide-mémoire concerning the price 
increase of Abitibi Power & Paper Co., Ltd. ($10 per ton, effective July 1). We 
were notified less than 24 hours before the public announcement and had no 
opportunity to discuss it or to even study it in light of our memorandum of 
understanding with Canada. We are very disappointed in this approach, which 
seems to be altogether unilateral. ‘his problem is more basic than this particu- 
lar increase in the price of newsprint. Already some sources are asking why we 
should control prices on our exports when at the same time we are faced with 
unlimited increases on our imports. 

“It is true, as you have pointed out repeatedly, that you can find markets 
outside the United States for a subsantial tonnage of newsprint at higher prices 
than prices now being paid by consumers in the United States. It is, of course, 
directly contrary to the entire principle of a joint defense effort that essential 
materials should be permitted to flow to the highest market, regardless of need. 
Our own policy of controlling export prices is a specific expression of this 
principle. Moreover, in view of the long-term relationship existing between 
Canadian producers and their custoimers in the United States, apart from any 
problems incident to the development of sound new markets in terms of reliability 
and accessibility, we presume that all concerned concur in the desirability of 
maintenance of harmonious and mutually satisfactory relations at this time. 
In addition, it seems to us we have a mutual interest in effective economic 
stabilization in the present situation. 

“In view of the many ramifications of this problem won't you please use your 
good offices to obtain a suspension of this price increase until such time as we 
have had an opportunity to make a study and review of the situation, keeping in 
mind the provisions of the memorandum of understanding existing between the 
United States and Canada? 

“Tam suggesting to our Forest Products Division that two meetings be called, 
one with our Paper Industry Advisory Committee and the other such meeting 
with NPA newspaper advisory committee. I am confident that their thinking 
on this problem would be mutually beneficial in arriving at a fair resolution of 
the issues involved. 

“Hoping that we will hear from you that our suggestion for a suspension of the 
increase pending further study and consultation has been adopted, I am.” 


Text or Fowter Letrer To DISALLE ON NEWSPRINT Price SITUATION 


Following is text of letter dated June 12 from Robert M. Fowler, Director, 
Pulp and Paper Division of the Department of Defense Production, Canada, to 
Michael V. DiSalle, Director, Office of Price Stabilization, Washington, D. C. 
defending increase in newsprint prices July 1 by Canadian newsprint mills: 

“Your letter of June 4 was delayed somewhat in reaching me as it was not 
received in Ottawa until June S and had to be forwarded to me here. I sent you 
atelegram on Friday last to tell you of this delay and promised to send an early 
reply to your letter. 

“t regret if there has been any misunderstanding between your office and this 
Department, and regret even more that you seem to feel that we did not fully 
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comply with the arrangements we had made for advising you of developments jy 
the newsprint price situation. When matters came to a head in the closing days 
of May, I had before me a newspaper report of your letter to Senator Johnson of 
Colorado which set forth your understanding of the arrangement between wy. 
This statement used practically the same words as appear in the second pura. 
graph of your letter of June 4. This paragraph contains an accurate report of 
my telephone conversation early in May with Mr. Diskin of your office and 
reads in part as follows: 

“*You further stated that when and if you should receive such notification (of 
an individua! Canadian mill's desire and intention to increase its newsprint 
price) you would examine the situation to determine whether it was an individua! 
case or an industry problem, that if the proposed increase seemed justified the 
matter would be taken up with the Canadian Government and that we would ly 
advised before any increases were put into effect.’ 

“The present newsprint price increase announced by Abitibi goes into effect 
on July 1, 1951. The notice to your office was given by the Department’s repre- 
sentative in Washington on May 31 and thus you had, not 24 hours’ notice, but a 
full month’s notice for study of the situation ‘before any increases were put 
into effect’. 

“T hope you will believe me when I say that this is not a technical play with 
words. We felt here that you would want to know, as early as possible, what 
was in the wind and what the Canadian Government's decision was on this 
question. I have been repeatedly told by United States publishers that in the 
case of past price advances they objected particularly to the shortness of time 
between the date of the announcement and the effective date of the price increase, 
which gave them no opportunity to adjust their economies to the price change 
This time, greater advance notice of the price rise was given and I felt that the 
essential step was to have the situation clear and publicly known as soon as 
possible after your office had been notified rather than to have a protracted 
period of speculation and rumor. 

“The steps outlined in the sentence from your letter, quoted above, were taken 
exactly as I told Mr, Diskin they would be taken. I had asked in April each 
Canadian newsprint manufacturer not to change his prices without first discuss 
ing the proposed change and the reasons therefor with the Department. At the 
time of our conversation I knew that there had been recent substantial increases 
in manufacturing costs and I told your oflice there was considerable grumbling 
about present prices. Shortly afterward I received from the Abitibi Power & 
Paper Co., Ltd., which is one of the larger Canadian manufacturers, a request for 
discussion of a price increase which seemed to that company to be necessir) 
We met and I was given information as to the factors affecting the maintenance 
and expansion of newsprint production. Then to see if the problem was peculiar 
to the applicant or general throughout the industry, T inquired from a number of 
other manufacturers asking for their individual views and intentions. These 
companies produce over 50 percent of the newsprint made in Canada and are 
representative of the whole industry. It was quite clear that the problem was 
not peculiar to the applicant company but was a general problem affecting the 
whole Canadian industry. 

“The information thus obtained was submitted to the Minister of Defense 
Production, It was studied by his advisors and their recommendation was placed 
before the Canadian Cabinet. The Canadian Government, which it should be 
pointed out is not operating any over-all system of price controls, decided that it 
would not use its emergency powers to interfere with the commercial decision 
being taken by the Abitibi Power & Paper Co., Ltd. This decision was taken 0! 
Wednesday, May 30, and was immediately transmitted to your office by this 
Department’s representative in Washington during the morning of May 31. I 
was authorized to communicate this decision to the Abitibi Co. and to give 
similar advice to any other newsprint manufacturer who proposes an increase in 
the price of newsprint not out of line with the amount of the increase propos: 
by Abitibi; and I have done so. 

“Perhaps it may assist you and the members of your various committees if I 
list some of the facts that I reported to the Canadian Government before it 
reached its decision, 

“(1) The pulp content of a ton of newsprint could be sold in the United States 
for more than the newsprint itself, without any provision for finishing or pack- 
aging costs. 

“(2) Newsprint depends on the same raw material—pulpwood—as other pu!p 
and paper products. Since the termination of World War II price controls, 
newsprint prices in the United States had advanced 26.2 percent. By comparison, 
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since the end of controls in the United States book paper prices have advanced 
4.3 percent; kraft wrapping papers 63.1 percent; paperboard 91.2 percent, and 
tissue papers 93.4 percent. If the price of newsprint had risen since decontrol 
as much as the United States Government pulp and paper index, the newsprint 
price would now be $143 per ton. If it had risen as much as the weighted average 
increase Shown by the four named major grades the price would now be $145 
per ton, 

“(3) Newsprint has not apparently been attractive to new risk capital. Since 
the last war there have been 10 pulp and paper mills constructed or rebuilt in 
Canada and not one of them is producing newsprint. Together these mills con- 
sums annually about 1,250,000 cords of pulpwood, which would be sufficient to 
produce over a million tons of newsprint. Had even a third of this new capacity 
sone into newsprint, it would have been sufficient to have met all apparent 
shortages in North America and to have relieved most of the serious situations 
of newsprint shortage throughout the world. 

“(4) Despite the fact that newsprint supply for the United States in 1951 will 
reach a new record of near 6 million tons, there is still demand in excess of 
supply. This 1951 total compares with 3,480,000 tons in 1945 which was the 
last full year of Government rationing. This is an increase in supply of over 244 
million tons or 72 percent in a period of 6 years. Most of this increase came 
from Canada, Whose exports to the United States rose from 2,666,000 tons in 
1945 to an estimated 4,775,000 tons in 1951—an increase of over 79 percent. 

“(5) I expressed my own view in my report to the Minister of Defense Pro- 
‘The most serious problem in newsprint today is pro- 


duction in these words. 
wherever 


duction—maintenance of present levels and increased production 
possible.’ 

“IT have written at some length because I am anxious that you should know the 
facts in this case as placed before the Canadian Government when it made its 
decision not to initiate positive price-control action under its stand-by emer- 
gency legislation by interfering with the commercial decision made by the Abitibi 
Co. I agree completely with you as to the importance of the trade in hewsprint 
to both countries; you need our newsprint and Canada needs and wants your 


market, 
“T hope that after study and reflection you will agree that the Canadian Gov- 


ernment’s decision Was a Wise one.” 

Mr. Watsu. I believe the subject matter I was going to try to quote 
is in that particular pamphlet that you had, Mr. Stevenson. But, in 
general, it is true that we got in touch with Mr. Fowler in May on the 
basis of some rumors that were floating around that there were to be 
price increases in Canadian newsprint. The information was given 
to us in our meetings that those were just rumors, and we didn’t have 
much to worry about. 

Later we tried, in connection with our dealings on pulp, to tie down 
the Canadian situation on both pulp and newsprint a little more firmly. 
The Canadians do have stand-by control powers, which they haven't 
exercised to any considerable degree. The defense authority has an- 
nounced that when materials are put on the critical list, then no 
price action can. be taken without first consulting the Government— 
the Canadian Government. And on the 18th of April they did put 
newsprint on the critical list. So that while it wasn’t under control, 
the individual companies did not have freedom of choice in raising the 
price without consulting the Canadian Government. And it was on 
Mr. Fowler’s assurance to us that we would be notified before any in- 
crease was put into effect that Abitibi’s first increase, approved by the 
Canadian Government on the 30th of May, was reported to us on May 
31, which we thought was very short notice, but Mr. Fowler says that 
since it was not effective until July 1, he really did give us a month’s 
notice. And that is a viewpoint that is tenable. In any case, we do 
propose to negotiate. 

Mr. Worverron. This builetin issued by the American Newspaper 
Publishers Association relating to newsprint, dated June 13, which 
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I have before me, contains the text of the request made by Mr. DiSalle, 
but it does not seem to include any answers that have been made from 
an official source. 

Very well; I see it appears in another bulletin. 

Mr. Watsu. But as have indicated earlier, it has gone beyond the 
DiSalle-Fowler level. It is really up at Cabinet level now. 

Mr. Wo verron. In this news release, there is an item from the 
New York Times, and reference is made to the fact that— 

Charles E. Wilson, head of the Office of Defense Mobilization, is expected to 
make the dissatisfaction this Government feels over the Canadian price advance 
clear in a statement he is to issue tomorrow. 

That would have been June 13. Did he make any such statement, 
do you know? 

Mr. Watsu. I believe a statement came out, but with none of the 
threatening clauses in it. That was byplay. 

Mr. Wo tverton. It goes on to say: 

While the language will be temperate and no reference to the possibility of 
withholding orders will be made, Mr. Wilson's statement is expected to point 
out that the United States controls prices of its exports and that reciprocal action 
by Canada is expected. 

I was wondering just what kind of a release he did issue, or state- 
ment. ~ 

Mr. Wats. I don’t have a copy of it. I do believe something 
was issued. But I think both sides have tended to dispense with 
growling and get together to see if they cannot work out a problem 
which is of such obvious mutual interest, on a more friendly basis. 

Mr. Becxworrn. It seems to me that the situation is such that it 
requires that kind of treatment. 

Mr. Wonverton. Would you mind giving us your previous indus 
try connection? 

Mr. Waxsu. I was with the Champion Paper & Fiber Co. 

Mr. Wo tverron. For a long time? 

Mr. Watsn. About 22 years. 

Mr. Wotverron. We want to commend both of you for the very 
splendid testimony you have given to the committee and say that we 
feel the Government is fortunate to have men of the far-reaching 
information and knowledge which you seem to have about the sub- 
ject matter you speak of. 

Mr. Chairman, it is-very gratifying to me to see that the Govern- 
ment can find a place for big business in its operations. 

Mr. Beckworrn. The committee stands adjourned until 10 o’clock 
in the morning. 

(The following matter was received for the record :) 

HIOUSE OF REPRESENTATIVES, 
Washington, D. C., July 30, 1951. 
Hon. Ropert Crosser, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: Because of the current inquiry of your com- 
mittee into matters relating to the newsprint shortage, I am taking the privi- 
lege of enclosing certain material sent to me by J. Hillis Miller, president of 
the University of Florida, which your committee may find of interest. 

Sincerely yours, 
EMANUEL CELLER, Chairman. 
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UNIVERSITY OF FLORIDA, 
COLLEGE OF ENGINEERING, 
Gainesville, July 24, 1951. 
Hon. EMANUEL CELLER, M. C. 
House Office Building, 
Washington, D. C. 

Dear Mr. CELLER: It has come to my attention that your committee is in- 
terested in sponsoring a research program which would have as its objective 
the production of newsprint from bagasse. The University of Florida would 
be most interested in conducting such a research program. 

For your information, we are attaching a memorandum written by Dr. W. F. 
Brown, of our paper and pulp laboratory, relative to such a proposed program. 
Also attached is a copy of bulletin No. 38 of our engineering and industrial 
experiment station, describing some of the present facilities of the paper and 
pulp laboratory. 

It would be a pleasure to meet with you or members of your committee to 
discuss this program further to see how the University of Florida can best 
serve the Nation. 

Cordially yours, 
J. Hitiis Mriiier, President. 


MEMORANDUM 


ENGINEERING AND INDUSTRIAL EXPERIMENT STATION, 
July 20, 1951. 
To: Dr. R. A. Morgan. 
From: Dr. W. F. Brown. 
Subject: Governmental appropriation for research on bagasse. 

The utilization of bagasse in paper making, especially newsprint, is of great 
interest to the State of Florida. The rapid growth of the sugar industry in 
Florida and the nearness to Cuba makes available large quantities of bagasse in 
this region. 

The pulp and paper laboratory of the University of Florida is one of the few 
large laboratories devoted strictly to pulp and paper. It is almost centrally 
located with respect to the southeastern pulp and paper industry. Although it 
was established as late as 1946, it has already become a potent factor in research 
in the field. 

The preparation of newsprint is a project which has long been considered at 
this university but has been deferred because of the expense involved and the 
limited State funds available. The importance of the subject has been increasing 
of late years until it has become almost imperative that something be done. The 
pulp and paper laboratory, with its ample facilities and progressive staff, is the 
logical location for the work on bagasse. Such work can be handled easily. 
Space would be needed and the equipment for pilot plants could be assembled 
and installed. 

A plan for research on utilization of bagasse for newsprint can be stated only 
in general terms at this time, but the objectives should be clearly defined. News- 
print, as such, is a mixture of a large percentage of short-fiber groundwood pulp 
with a small percent of long-fiber chemical pulp. The latter is added to give 
Strength and prevent breakage in sheet forming and in printing. The fiber in 
bagasse is shorter than the chemical fiber but longer than the groundwood fiber. 
It could make a good newsprint sheet with 100-percent bagasse fiber or with only 
a small amount of chemical fiber pulp added. Even so, there would have to be 
investigations on pulp preparation, pulp refining, bleaching of the pulp, furnish 
preparation, sheet formation, and on the development of definite physical prop- 
erties such as opacity, smoothness, ink receptivity, and printability of newsprint 
from bagasse. 

Most newsprint is made now of about 85 percent ground wood. In the few 
mills now attempting newsprint in the South, 100 percent pine is used in the 
ground-wood mills, Building of other newsprint mills of this type would simply 
increase the load on the pine, which happens to be overloaded already. Re- 
search should be undertaken to develop newsprint from the hardwoods of the 
South, such as gumwood, poplar, oak and the like, because of the vast untouched 
reserve of these woods. 
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An attempt has been made to estimate the cost of a complete program. The 
figures are estimates and should be used for exploratory purposes only. he 
pulp and paper laboratory could handle most of the laboratory work at present, 
but the cost would lie in the installation and operation of pilot plants for the 
various phases of the work as well as the assembly of a larger staff. The pre- 
liminary estimates arrived at are as follows: 


Equipment and installation erpense: 
a OW ale te OT aS es 72 iS _...-. $150, 000 
Ground-wood pilot plant nate -.. 100, 000 
Paper machine... = 2- 5 a LE Stes - : ~ 200, 000 
Miscelaneous equipment : . eee the ae 150, 000 
Building : te O00 
50, O00 
Annual operating expense: 
Testing laboratory —__ : : 20. 00 
Pulp plant— 22 uke ns ; ead ee ae io 35, U0 
Ground-wood plant___—~—- == ‘ : 25, O00) 
Paper machine___ . = ~ jo La OO 
Laboratory research ______- : ‘ oe i! — 35, 000 
Administration : re a ae rpees 5, OOO 


Annual total (minimum) ‘ atin arian Bee, 000 


It is suggested that, in view of the above, the appropriation be set up in the 
following manner: Approximately $1,000,000 the first year and about $200,000 
each year for 4 years. Handling the appropriation in such a manner would 
assure aiple time to explore the field. 

W. F. Brown. 

(Whereupon, at 4:15 p. m., Wednesday, June 20, 1951, the hearing 
was adjourned until 10 a. m., Thursday, June 21, 1951.) 
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FRIDAY, JUNE 22, 1951 


House or REPRESENTATIVES, 
SpreciaL SuBCOMMITTEE OF THE 
ComMirree ON INTERSTATE AND Foreign COMMERCE, 
Washington, D.C. 
The special subcommittee met, pursuant to recess, at 10 a. m., in 
room 1334, New House Office Building, Hon. Lindley Beckworth 
(chairman of the special subcommittee), presiding. 
Present: Representatives Beckworth, Harris, Wolverton, and 
Dolliver. 
Mr. Beckwortu. The committee will come to order. 
The first witness we shall have is Mr. John Franzen, administrator 
of Order M-36, Pulp, Paper, and Paperboard Division, National Pro- 
duction Authority. Mr. Franzen ¢ 


STATEMENT OF JOHN FRANZEN, DEPUTY DIRECTOR, PULP, PAPER, 
AND PAPERBOARD DIVISION, NATIONAL PRODUCTION AUTHOR- 


ITY, WASHINGTON, D. C. 


Mr. Beckwortn. You may proceed, Mr. Franzen. 

Mr. Franzen. Mr. Chairman and members of the committee, my 
name is John Franzen. Iam the Deputy Director of the Pulp, Paper, 
and Paperboard Division of the National Production Authority. 

NPA Order M-36 was put into operation in February 1951. The 
various Government agencies concerned with purchasing paper were 
then experiencing difficulty in placing their requirements. The order 
followed the same principle as a similar order used very successfully 
by the War Production Board during World War II. 

The percent reserve applied to each grade represents our best esti- 
mate of requirements of the Government for that particular grade. 
The percentages are adjusted as needs rise and fall. The percentages 
range from 5 percent to 25 percent, newsprint being at 5 percent. The 
voluntary acceptance of Government orders against this percentage 
is reported to NPA. 

When Government claimants under the order request procurement 
assistance from NPA, directives are issued against those mills which 
have failed to commit their reserves voluntarily. 

M-36 works primarily through the voluntary acceptance of Govern- 
ment orders by paper mills, thus enabling the mills to schedule those 
grades most suited to their operations without loss of production and 
those grades most needed by Government agencies. Only in case of 
failure to procure paper through normal channels do Government 
claimants seek NPA assistance. 

295 
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There are 14 Government agencies whose paper orders qualify for 
credit under M-36. The major portion of Government paper goes to 
the Department of Defense, the Government Printing Office, and the 
General Services Administration. The defense needs are reflected in 
the procurements of all these Government agencies. 

(The following was submitted by Mr. Franzen for the record :) 


M—36, As Amended, April 20, 1951 
U. S. DEPARTMENT OF COMMERCE 


NATIONAL PRODUCTION AUTHORITY 
. 


TITLE 32A—NATIONAL DEFENSE APPENDIX 
CHAPTER VI—NATIONAL PRODUCTION AUTHORITY, DEPARTMENT OF COMMERCE 
[NPA Order M-—36, as Amended Apr. 20, 1951] 
M-36—GoOVERN MENT ORDERS FOR PAPER 


This order as amended is found necessary and appropriate to promote the 
national defense and is issued pursuant to the authority of section 101 of the 
Defense Production Act of 1950. In the formulation of this amendment there 
has been consultation with industry representatjves, including trade-association 
representatives, and consideration has been given to their recommendations. 

This amendments affects NPA Order M-36 as follows: It adds a new item 13 to 


List A; renumbers items 13 and 14 to 14 and 15, respectively ; and amends 


List" b. As so amended, NPA Order M 36 reads as follows: 


Sec. 

. What this order does. 

. Definitions. 

Reserve production. 
Directives. 

Release of reserve production. 
. Report of Government orders. 
. Rated orders. 

Adjustment. 

%. Communications. 

. Records. 

. Audit and inspection. 

. Violations. 


1 
3. 
4. 
2. 
6 
7 
8, 


ft eh 
— «a 
~~ 


ue 


AUTHORITY: Sections 1 to 12 issued under sec. 704, Pub. Law 774, 8ist Cong. Interpret 
or apply sec. 101, Pub. Law 774, 81st Cong. ; sec. 101, E. O. 10161, Sept. 9, 1950, 15 F. R 
6105, 3 CFR, 1950 Supp. ; see. 2, E. O. 10200, Jan. 3, 1951, 16 F. R. 61. 

Secrion 1. What this order does. This order applies to paper manufacturers 
and provides rules for placing, accepting, and scheduling Government orders 
for paper. Its purpose is to make possible maximum production of paper and 
reduce to a minimum any disruption of normal distribution by providing for 
the equitable sharing of Government orders among paper manufacturers. I 
supplements NPA Reg. 2, but only those provisions of Reg. 2 which are contra 
dictory to this order are superseded, and all other provisions of Reg. 2 continue 
to apply to the paper industry. 

Sec. 2. Definitions. As used in this order: 

(a) “Grade” means any kind of paper as listed in Form M-14-A, as revised 
February 24, 1951 (U. S. Department of Commerce, Bureau of the Census), or 
any particular type of paper of such a kind even though not specifically men- 
tioned in such form. 

(b) “Produce” and “manufacture” mean and include all making and finish- 
ing operations necessary to the production of primary paper prior to packing 
or packaging. 

(c) * Schedule” means the completion of all steps ordinarily taken by the manu- 
facturer preliminary to actual manufacture, including acknowledgment to buyer, 
establishment of detailed specifications, and determination of the time when the 
order will be manufactured and shipment made. 


’ 
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(d) “Government order” means (1) any DO rated order and (2) any order, 
whether rated or not, for direct or indirect delivery to any activity on List A 
except those orders for paper intended for resale at retail, such as supplies for 
post exchanges, etc. 

Sec. 3. Reserve production. (a) Each manufacturer shall reserve for the 
month of February 1951, and for each calendar month thereafter, machine time, 
material, and supplies sufficient to produce and deliver within such month a 
total amount of paper to be calculated by applying the percentage specified for 
each grade in List B of this order to his average monthly production of such 
vrade during the most recent calendar quarter, as originally reported on Form 
M-14-A as revised. Each manufacturer shall furnish the NPA with a record 
of his paper production for the fourth quarter 1950 and January 1951, on 
the basis of instructions to be issued by NPA pursuant thereto. 

(b) The National Production Authority may from time to time increase or 
decrease manufacturers’ reserve production by changing the percentages in List 
> of this order or applying the same or different percentages to other types, 
grades, or combinations of grades. Each such increase or decrease will be 
effected by notice in writing to each manufacturer or by notice published in 
the FepERAL Reetster at least 10 days prior to the first day of the month to 
which it applies. 

Sec. 4. Directives. On or before the tenth day of any month, the National 
Production Authority may direct any manufacturer to produce during such 
month any grade of paper which such manufacturer is qualified to produce, in 
total tonnage not exceeding the amount of his reserve production for such 
month less the Government orders he has already scheduled for that month. 
The National Production Authority may direct a manufacturer to sell and deliver 
such tonnage to fill any Government order or orders that it may designate. 

Sec. 5. Release of reserve production. If on or before the tenth day of any 
month a manufacturer has not received from the National Production Authority 
directives as to the disposition of all production reserved for such month, in 
excess of the Government orders he has already scheduled for such month, he 
may apply that production for which no directives have been received as he may 
desire, subject to the provisions of this order and other orders and regulations 
of National Production Authority 

sec. 6. Report of Government orders. (a) Each manufacturer shall report at 
the close of each month on Form M-—14—A, as provided therein, such Government 
orders, including directed tonnage, as are qualified under this order which he has 
produced in such month and those Government orders, excluding directed ton- 
nage, Which he has scheduled fer production in the second and third subsequent 
ionths. For example, the February 1951 report will show the actual total of 
Government orders produced in February and the Government orders, excluding 

irected tonnage, for April and May production. Having once reported a quali- 
tied order as scheduled in a given forward month, the manufacturer shall produce 
such orders as scheduled and so reported, and shall report the same order as 
scheduled for a different month only if requested by the buyer to so reschedule. 

b) If in any month a manufacturer's total scheduled Government orders for 
a subsequent month shall change materially (25 percent of his reserve production 
or 10 tons, Whichever is greater) from his previous report, he may file Form 
NPAF-27 showing his revised schedule of Government orders, excluding directed 
tonnage. 

(c) He shall initially file Form NPAF-27 by February 20, 1951, to show his 
Government order schedule for the month of March 1951. 

(d) The manufacturer’s reserve tonnage position as shown in the monthly 
Form M-14—A, in the interim reports, NPAF-—27, if any, and directives will be 
taken into consideration by the National Production Authority in issuing such 
directives as may be found necessary under this order. 

Sec. 7. Rated orders. (a) No manufacturer shall be required to accept DO 
rated orders for paper for shipment in any one month in excess of his reserve 
production for that month less his tonnage of Government orders already 
scheduled for that month. 

(b) Unless specifically directed by the National Production Authority, no 
manufacturer need accept a DO rated order which is received less than 40 days 
prior to the first day of the month in which shipment is requested. 
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Sec. 8. Adjustment. Any person affected by any provision of this order may 
file a request for adjustment or exception upon the ground that such provision 
works an undue or exceptional hardship upon him not suffered generally by others 
in the same trade or industry, or that its enforcement against him would not be 
in the interest of the national defense or in the public interest. In considering 
requests for adjustment claiming that the public interest is prejudiced by the 
application of any provision of this order, consideration will be given to the 
requirements of public health and safety, civilian defense, and dislocation of 
labor and resulting unemployment that would impair the defense program. Each 
request shall be in writing, shall set forth all pertinent facts and the nature of 
the relief sought, and shall state the justification therefor, 

Sec. 9 Communications. All communications concerning this order shall be 
addressed to National Production Authority, Washington 25, D. C., Ref: M-36. 

SEc. 10. Records. Each person participating in any transaction covered by 
this order shall retain in his possession for at least 2 years records of receipts, 
deliveries, inventories, and use, in sufficient detail to permit an audit that 
determines for each transaction that the provisions of this order have been met. 
This does not specify any particular accounting method and does not require 
alteration of the system of records customarily maintained, provided such 
records supply an adequate basis for audit. Records may be retained in the 
form of microfilm or other photographic copies instead of the originals. 

Sec. 11. Audit and inspection. Alt records required by this order shall be 
made available at the usual place of business where maintained for inspection 
and audit by duly authorized representatives of the National Production 
Authority. 

Sec. 12. Violations. Any person who wilfully violates any provision of this 
order or any other order or regulation of the National Production Authority or 
who wilfully conceals a material fact or furnishes false information in the 
course of operation under this order is guilty of a crime and upon conviction 
may be punished by fine or imprisonment or both. In addition, administrative 
action may be taken against any such person to suspend his privilege of making 
or receiving further deliveries of materials or using facilities under priority or 
allocation control and to deprive him of further priorities assistance. 

Notre: The reporting and record-keeping requirements of this order have been approved 
by the Bureau of the Budget in accordance with the Federal Reports Act of 1942. 


This order as amended shall take effect on April 20, 1951. 
NATIONAL PRopUCTION AUTHORITY, 
MANLY FLEISCHMANN, 
Administrator. 
List A 


United States Department of Defense, including all groups and subgroups. 
Atomic Energy Commission. 

United States Coast Guard. 

. National Advisory Committee for Aeronautics. 

Civil Aeronautics Administration. 

Tennessee Valley Authority. 

U.S. Department of Justice, Bureau of Prisons. 

United States Government Printing Office. 

United States Bureau of Engraving and Printing. 

General Services Administration. 

United States Post Office. 

Reeonstruction Finance Corporation, Office of Rubber Reserve. 

The Secretary of the Senate and the Clerk of the House of Representatives. 


. Producers of products or parts thereof for any of the activities listed above to the 
extent that the primary paper is to be used exclusively as a component part of the 
product to be delivered on a contract or purchase order issued by such activity. 

. Any activity of the United States Government not listed above normally required to 
obtain paper and printed matter through or from the United States Government 
Printing Office if and when the GPO grants a waiver of such requirement, and 
manufacturers of products using paper for any such activity, to the extent that 
the primary paper is to be used exclusively as a component part of the product to 
be delivered, on a contract or purchase order issued by such activity if and when 
such a waiver is granted. Any such waiver must have been granted for the specific 
contract or purchase order concerned and an adequate identification of the waiver 
number and date of issuance thereof must be endorsed upon the contract or purchase 
order. 
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List B 


M-14-A code 


Grade | numbers | Percent 


Newsprint ye 1000 | 5 
Groundwood paper, uncoated 1100-1190 10 
Paper-machine coated papers, book papers, and fine papers (except rag writing | 1200-1390) TT 

papers) 1420-1460) 
Rag writing papers 1410 i 15 
‘ 151i, 1521, 10 


Coarse papers (unbleached kraft grades only) 
1530, 1591. 


1512, 1519, | 5 
1522, 1529, 
1592, 1599 


Coarse papers (other than unbleached kraft grades 


Special industrial papers 1600 15 
sanitary tissue stock 1700 5 
Crepe wadding for packing 1870 25 
Tissue papers (except sanitary and crepe wadding for packing) = . 

900 ! 


Absorbent papers 


CLARIFICATION OF STATEMENT BY JoHN E. FRANZEN, Deputy Director, PULP, 
PAPER AND PAPERBOARD DIVISION, NATIONAL PRODUCTION AUTHORITY, CONCERN- 
ING AGENCIES ON List A or M-36 
In my previous statement concerning List A of M-36 I stated that the Admin- 

istrator of M-36 has the responsibility for determining which agencies should 
be on such list. Actually, the Administrator has the responsibility for adding 
new agencies to the list. The original list was comprised of those agencies 
which had the authority to buy paper from private concerns. The list of agencies 
was furnished NPA by the Bureau of the Budget. 

List A of M—36 has been amended twice; once to include those agencies who 
would normally obtain their paper needs through the Government Printing 
Office but to whom the Government Printing Office has given a waiver allowing 
them to procure such paper from outside sources. Such waivers are given when 
the location of the agencies (field offices and overseas) and the urgency of the 
need, make it more feasible to obtain the paper from private concerns rather 
than through GPO. 

The second amendment added the Clerk of the House of Representatives and 
the Secretary of the Senate, at their request, to insure their obtaining needed 
paper supplies. 

Mr. Beckwortn. That is all of your statement; is it not ¢ 

Mr. Franzen. Yes, sir. 

Mr. Becxworrn. After the Department of Defense. the Govern- 
ment Printing Office, and the General Services Administration, what 
are some of the other agencies insofar as the amount used that have 
come to vou ¢ 

Mr. Franzen. We have heard also from the Atomic Energy Com- 
mission, the United States Coast Guard, the Bureau of Engraving 
and Printing, the Post Office, the Secretary of the Senate, and the 
Clerk of the House of Representatives, and in several cases from 
private concerns doing printing, usually for the Defense Department, 
under waiver from the Government Printing Office. 

Mr. Beckwortru. Do you attribute the difliculties of the Department 
of Defense to the fact that they naturally use a lot more paper now 
than they did 2 years ago? TI noticed you did not mention the Agri- 
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culture Department, which has naturally used a good deal of paper 
at times. 

Mr. Franzen. Yes; that is the basic reason. The Department of 
Defense requirements are far larger now than they have been during 
the past 2 years. 

Mr. Beckworrn. And is that true of the General Services Ad- 
ministration ? 

Mr. Franzen. The requirements of General Services Administra- 
tion have been requirements that have existed for a long period of 
time. They were previously purchased by agencies of another name. 
Actually, their requirements have not expanded nearly as much as 
have the requirements for the Army, and their requirements are rela- 
tively small compared to the requirements of the Army, or the Defense 
Department. 

Mr. Beckwortn. What is the normal method of procedure for a 
department to get that amount of printed material it needs? We will 
take any one of the departments. If the difficulty were not with us, 
what would be the normal procedure for us to follow / 

Mr. Franzen. Normally, the various Government agencies purchase 
their printing requirements through the Government Printing Office. 
They serve their requirements upon the Government Printing Office. 
And presently they are doing just that. There has been an increase 
in the requirements, and consequently the Government Printing Office 
has required additional supplies of paper over and above the quantities 
purchased, say, a year ago. 

Mr. Beckworru. If times were normal, the Government Printing 
Office ordinarily would possess the paper needed to fill the given order; 
is that true? 

Mr. Franzen. That is correct. 

Mr. Beckwortn. And asthe shortage came on, do you know whether 
the Government Printing Office took paper away from some agency 
whose activities had declined, and in turn gave that paper to some 
other agency, whose activities had become considerably more ? 

Mr. Franzen. I should think that would happen in the normal 
course of business; yes. In other words, the requirements of the 
agency that had declined—their orders placed upon GAO, I would 
assume, would be smaller than they had been, where the other agencies 
were increasing their orders and consequently placing larger orders 
upon the Government Printing Offiee. 

Mr. Becxwortru. Do you, of your own knowledge, know of any of 
the agencies which might be using considerably less paper than the) 
did at some given time? 

Mr. Franzen. No, I don’t. 

Mr. Dotuiver. We have been handed this Order M-36. I notice 
on the back of it, it speaks of list A. Will you tell me what that 
includes? 

Mr. Franzen. List A are those Government agencies whose pur- 
chases can be credited by the paper mills against the reserve that 
they are supposed to hold aside to fill Government requirements. 

Mr. Beckwortni. Now, who is responsible for making up list A ? 

Mr. Franzen. List A was prepared by members of the Pulp, Paper, 
and Paperboard Division in NPA. 

Mr. Beckworrn. Are you a member of that? 

Mr. FrANnzeEN. Yes, sir. 
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Mr. Beckwortu. Are you the head of it? 

Mr. Franzen. I am the deputy director of the Division at this time. 

Mr. Beckwortn. Who is the director? 

Mr. Franzen. The director is Mr. John Maloney. 

Mr. BeckworrH. How many members on that board ? 

Mr. Franzen. Well, I frankly don’t know what the total comple- 
ment of the unit is. I would guess somewhere in the neighborhood 
of 40 persons. 

Mr. Stillman tells me that the selection of the units listed in list A 
was reviewed by the interagency committee, and they had a consid- 
erable amount to do with the selection of the organizations appearing 
in list A. 

I believe I gave you a wrong impression. We do not have a formal 
committee within the Division that determines which units go on this 
list. 

Mr. Becxworru. In order that he may be identified, who is Mr. 
Stillman, please? 

Mr. Franzen. Mr. Stillman is counsel for the Pulp, Paper, and 
Paperboard Division. 

Mr. Becxworrn. The thing I am trying to do is to fix responsi- 
bility for making up this list. Who does it? Who is responsible 
for it ¢ 

Mr. Franzen. The Administrator of M-36 is the one who has the 
prime responsibility in determination of who should be on the list. 

Mr. Becxworru. Who is he? 

Mr. Franzen. I have been the Administrator of M—36. 

Mr. Beckworru. You are the person on whom responsibility rests. 
That is what I want to know. 

Now, list B, then, is also on there, will you tell us what that contains? 

Mr. Franzen. List B breaks down the grades of paper into various 
identifiable classifications, and it assigns the percentage figure to 
each class of paper which percentage represents to our best knowl- 
edge the amount of the production of that grade of paper which we 
need to fill the Government’s requirements. 

Mr. Dotutver. Who makes up that list ? 

Mr. Franzen. That list is also made up by the Administrator of 
M-36. 

Mr. Douutver. And that is you? 

Mr, FRANzEN. Yes, sir. 

Mr. Dotiiver. Now, as I understand it, this applies to domestic 
producers of these various items listed in list B. 

Mr. Franzen. Yes, sir. 

Mr. Dotuiver. You do not undertake to control the distribution of 
newsprint by foreign producers, specifically Canadian producers ¢ 

Mr. Franzen. No, sir; we do not. 

Mr. Doxriver. Is there any import control, any tariff of any kind, 
on newsprint from foreign sources ¢ 

Mr. Franzen. I don’t believe there is any duty on newsprint. There 
is duty on other grades of paper that are in this list B. 

Mr. Douutver. But there is no effort on your part to control the 
distribution of that foreign-produced newsprint or any other grades 
of paper? 

Mr. Franzen. No, sir. 
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Mr. Dotuiver. And the reason for that is, of course, that you have 
no authority to do it? 

Mr. Franzen. That is correct, sir. 

Mr. Doutiver. Does this order M-36 purport to have anything to 
say about the price that is to be paid for these various items in list b/ 

Mr. Franzen. No, sir. 

Mr. Douuiver. Have you issued any orders or has any governmental 
department issued any orders, with respect to the pricing of these 
commodities ¢ 

Mr. Franzen. Not under M-36; no, sir. 

Mr. Dotsiver. I am not asking about under M-—36. 1 am asking 
about under any authority. Has a price limitation been put on any 
of these commodities ? 

Mr. Franzen. Yes; OPS has issued regulations that put price ceil- 
ings on all of these commodities. 

Mr. Doxuiver. That is not the organization that you represent, 
however? 

Mr. FRANzEN. That is correct, sir. 

Mr. Doututver. Do you have anything to do with the issuance of the 
price ceilings on these commodities / 

Mr. Franzen. No, sir. 

Mr. Do.tiver. That is outside of the purview of your authority / 

Mr. Franzen. Correct, sir. 

Mr. Doutiver. You merely have to do with the allocations as against 
M-36 4 

Mr. Franzen. Yes, sir. 

Mr. Dotuiver. When did this go into effect ¢ 


Mr. Franzen. It went into effect in February 1951. The first effec- 
tive month of operation was actually the month of March. 

Mr. Do.utver. Well, now, wait a minute. The last paragraph in 
this M-36 says: 


This order, as amended, shall take effect April 20, 1951. 


Mr. Franzen. The initial filings under the order were called for 
on the 20th of February, and that was when we began to compile our 
information and get the order into shape to ms operation. The 
copy that you have, sir, is an amendment of April 20, and that is why 
that has an effective date on it of April 20. 

Mr. Dotitver. Oh, I see. 

Mr. Franzen. The original order, I believe, was dated around 
February 10. I might havea copy of it here. 

Mr. Dottiver. That is referred to in the third column on the first 
page of the printing, February 20, 1951. 

Mr. Franzen. Yes. And the order was issued prior to that date. 

Mr. Douuiver. How did you arrive at these percentages of newsprint 
and other items in list B? I notice that they vary from 5 to 25 percent. 

Mr. Franzen. We today are able to determine each month with a 
considerable degree of accuracy how much of each grade is being 
taken by the Government agencies, and the percentages reflect with 
a certain margin of error in each case the amount that it appears 
that the Government agencies need. The original determination was 
based upon setting up the reserves in increments of 5 percent, and it 
represented at that time the best estimate of what the requirements of 
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the major procurement agencies were and what the reserve would have 
to be to cover those particular requirements. 

Mr. Dottiver. I notice the largest percentage is reserve in crepe 
wadding for packing, 25 percent. That is third from the bottom on 
the list, code No. 1870. Would you explain why the large reserve 
is set aside on that ¢ 

Mr. Franzen. Yes, sir. There is relatively small production of 
that grade. It is made primarily by one producer. It is used by the 
aircraft industry. And as the production of aircraft climbs, the 
use of that particular commodity climbs also. It is used both as an 
insulation and a sound deadener, and also as a packaging material 
for shipping instruments and things of that sort. 

Mr. Douutver. Do these percentages vary from month to month, 
or have they remained relatively stable ? 

Mr. Franzen. They have remained at the figures you have seen here. 
They have been at this level for a total of 3 months, as we move into 
the month of July. They will be at these levels for May, June, and 
July. We try to vary them as little as possible, because every time 
they are adjusted it represents dislocations of distribution through 
normal channels. 

Mr. Dotntver. Well, let’s take one item here. In code No. 1600, 
there, it refers to special industrial papers, and the set-aside is 15 
percent. Now, suppose I am a producer of a special industrial paper, 
and I have set aside 15 percent for governmental use, for the agencies 
listed in list A, and for the month of March let us say I haven't been 
able to sell that much to the Government. What then? Do I just 
have to keep it indefinitely ? 

Mr. Franzen. No, sir, onthe 10th of the month, on the 10th of March, 
if March is the month, you are released from the reserve provisions, 
and vou may sell that reserve tonnage through your normal commer- 
cial channels. 

Mr. Dotuiver. Does that relief come every month? 

Mr. Franzen. Every month; yes, sir. 

Mr. Dotnivrr. On the 10th of the month ¢ 

Mr. Franzen. Yes, sir. 

Mr. Douiiver. Well, now, what is the fact as to whether these 
various percentages have been called for by governmental agencies? 

Mr. Franzen. At the present ime, we are in practically all categories 
coming very close to the percentages. The actual take is close to 
the percentage reserve that is set aside. In some fields it is actually 
right up to the reserve. In others, it is slightly below. 

Mr. Dotiiver. Suppose that in a given month some governmental 
agency should want more than 15 percent of my output of special 
industrial paper, cede No. 1600. What then? 

Mr. Franzen. There are two ways that we would handle that. 
First, we would examine the request of the agency to determine if 
they actually needed the material and could use the material in the 
short length of time that they had asked for it. If possible, we would 
spread the delivery of the requirements over a period of time, so 
that the percentage could be held at its present level. If, however, 
it was determined that the need was an immediate need and that the 
reserves were inadequate to take care of the immediate need, then 
we would raise the reserves. 
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Mr. Douuiver. For just that particular company? Or through the 
trade generally ? 

Mr. Franzen. The increase in the reserve would apply to all people 
who made that particular commodity. 

Mr. Dotutver. There actually then is no limitation legally, as | 
understand you, on the percentage that may be taken by the Govern- 
ment ? 

Mr. Franzen. That is correct. 

Mr. Dottiver. If situations should arise where it is deemed advis- 
able by you, you can commandeer the entire output of the entire 
paper industry for governmental use. Now, that is an extreme situ- 
ation, but you assume that authority to that extent; is that correct ? 

Mr. Franzen. Yes, sir. 

Mr. Do.uiver. That authority came into being last year with the 
passage of the controls law by the Congress, did it not ? 

Mr. Franzen. Yes, sir. 

Mr. Dotuiver. And will expire on June 30 unless the law is re- 
newed. Is that correct? 

Mr. Franzen. Yes, sir; as I understand it. 

Mr. Dotiiver. Just to make the record complete, would you give 
us your background in this field of work ? 

Mr. Franzen. Yes, sir. I first got into the paper industry in the 
Army during World War II, where my assignment was the central 
procurement of all paper and paper products for the Army. I was 
on that assignment for 5 years. I was a commissioned officer, a major. 

Since 1946, I have been with the Hammermill Paper Co. in Erie, 
Pa. I am manager of sales research of that company when I am on 
duty with them. I have been with the National Production Authority 
since March of this year. 

Mr. Dotiiver. What was your occupation before you went into the 
Army ¢ 

Mr. Franzen. I was with E. I. du Pont de Nemours in the photo- 
graphic products division. Prior to that 1 graduated from the Har- 
vard School of Business Administration. 

Mr. Douuiver. Thank you. That is all, Mr. Chairman. 

Mr. Beckworriu. Have you, Mr. Franzen, checked into the his- 
torical records of the use of paper by the Government to ascertain 
how these percentages of the average monthly production today com- 
pare with what the Government used at the height of the war last 
time ? 

Mr. Franzen. Yes, sir. We do have those figures, and we have 
checked them. We have checked them to assure ourselves that the 
requests being made upon us today are not abnormal or unrealistic 
requirements. And we do have that data. 

Mr. Beckworrn. Could you supply those figures for the record’ 

Mr. Franzen. Yes, sir. 

(The figures are as follows :) 
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Paper production for Government agencies under paper mill reserve production 
orders M-241 (WPB) and M-36 (NPA), March—June 1945 versus March—/ une 


1951 


{Short tons] 
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Mr. Becxworru. Then without objection, the Chair will include at 
this point in the record the figures that you have given us here, which 
are permissible to include, so that we can have the comparison to- 
gether. 

(The material referred to follows :) 


Average Month); 
monthly March, April, May, June, resery: 
production,) M-36 M-36 | M-36 M-36 | based or 
| first quar- | reserve | reserve reserve reserve | first q 
ter, 1951 | | ter, 1951 


| 


Percent Percent Percent 
Total paper 9 9 


Newsprint | W), 2 § | 5 5 5 
Groundwood 2, 7: 5 5 10 | 
Machine coated 91, 657 | 5 10 | 
Book | 5 
Fine, rag 
Fine, chemical wood and other 
> se, unbleached kraft 
, other 
Special industrial 
Sanitary 
Crepe wadding __ 
Tissue 
Absorbent 


Mr. Beckworrn. Have you had any resistance on the part of indus- 
try to supplying that which you have requested from industry ? 

“Mr. Franzen. Yes, sir. 

Mr. Beckworrn. Has it been rather pronounced? 

Mr. Franzen. No, sir. I would say the cooperation was about 95 
percent perfect. We have had a few individual cases where we have 
had some difliculty getting requirements placed. I think I can say 
that in every case we have overcome the diffic ulty, but there are new 
difficulties arising every day, of course. 

Mr. Becxworrn. If a given company that is making, say, book 
paper, seems to have extensive commitments that you perhaps do not 

snow about at the time you request that company to provide you with 
paper, you are able to work out a plan whereby each of you are reason- 
ably pleased 2 

Mr. Franzen. Yes, sir. I must add that the great bulk of our work 
and assistance to the Government agencies is through securing volun- 
tary acceptance of their requirements, rather than through the use of 
directives. We try to keep the use of directives to a minimum. 

Mr. Beckworru. In regard to price, when the Government buys 
paper unquestionably it pays about what the market price is at the 
time, 

Mr. Franzen. Yes, sir, 1 would say most of your procurements to- 
day are made at the ceiling price, which is the price that other people 
pay. 

Mr. Beckworrnu. Never any premium? 

Mr. Franzen. I would hesitate to say that there never was any pre- 
mium paid. It would depend upon where the purchase was made, what 
the item was, the quantity involved, and things of that sort. I would 
say on your major procurements that the Department of Defense and 
the Government Printing Office buy at or below the market. 

Mr. Beckworrn. Do you personally undertake to ascertain whether 
these agencies are practicing conservation standards that you feel are 
reasonable and necessary ? 
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Mr. Franzen. Not conservation standards, no. We do investigate 
their requests for assistance in procurement, or investigate their pro- 
curements, when they appear unreasonable to us. For instance, in 
dealing with the Department of Defense, we have been over their i in- 
ventory records at the various depots to make sure that the 1 require- 
ments that they present us with are true requirements : and their situa- 
tion is what they say it is. 

Mr. Beckworru. Would you feel you could do anything about an 
agency that is issuing—assuming this to be true—unwarranted re- 
lea ses? 

Mr. Franzen. I would think not. 

Mr. Beckworrn. You have no authority to pass on the reasonable- 
ness of what the Government agencies do ? 

Mr. Franzen. No, sir. 

Mr. Beckworrn. And would not inquire as to that ? 

Mr. Franzen. Oh, if there were something that were obviously 
unnecessary that came to our attention, we might very well inquire. 
But it would be as an inquiry, not attempting to be an administrator 
of some other agency or something of that sort. 

Mr. Becxworrn. Has any agency that you have obtained paper for 
returned any paper at any time to you for redistribution / 

Mr. Franzen. No, sir. 

Mr. Becxworrn. Could that likely occur under the circumstances ? 

Mr. Franzen. I doubt. it under the circumstances that exist today. 

Mr. Beckwortn. You feel that you squeeze them down to the point 
where unquestion: ably they at least utilize that which they receive ¢ 

Mr. Franzen. Yes, sir. 

Mr. Becxworru. Why would an agency like the Civil Aeronautics 
Administration be compelled to call on you for paper, thinking of 
their historical obtaining of it from the Government Printing Office 
and the probability that their usages will not have increased mate- 
rially recently 4 

Mr. Franzen. The Civil Aeronautics Administration is included 
in the list primarily because of their very considerable use of com- 
munications paper, the teletype papers, and the punch-perforator 
tapes, and things of that sort. And they are included in A list to 
assure that there would be no bre akdown in their supply channel 

| keeping those communication channels open. You can appreci- 
ate how vitally important those communications channels are. 

The other departments, the defense departments, for instance, have 
had their requirements for those particular types of papers consider- 
ably increased in recent months, which is putting a strain on the pro- 
ductive capacity of that small portion of the converting industry. 

f we had not given Civil Aeronautics Administration the same stand- 
ing as the Defense De »~partinent, I believe that they would today have 
considerable difficulty keeping their supply at the level that it 
should be. 

And what we have done here is put them on equal footing with 
the other claimant agencies, so that we can be assured that their needs 
will be taken care of versus these increased needs of the other agencies. 

Mr. Beckworrn. It is obvious, Mr. Franzen, that there is some- 
thing of a division of authority, looking at the over-all picture so far 
as the Government is concerned. In the event it should be established 
that there are wasteful practices that transpire at this time, whose 
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responsibility do you feel it would be to try to do something about 
that? Whose primary responsibility ? Would it be that of the Gov. 
ernment Printing Office? Would it be your agency? Or would j 

be the head of the given division, such as the Defense Department! 

Mr. Franzen. I believe it would be the head of the given division, 
As I understand the Government Printing Office operation, they ar 
a printing plant that receives orders from customers, and they hav 
to fill them. I doubt that they have any authority to step into the 
picture and say, “You can’t have that.” 

Mr. Beckworrn. And you feel you do not have the authority’ 

Mr. Franzen. Yes, sir; that is correct. 

Mr. Beckworrn. Therefore, it would be the agency itself. 

Mr. Franzen. Yes, sir. 

Mr. Beckworrn. Now, in each of those agencies, as you have under- 
stood the workings of them, what division would be charged with the 
responsibility of bringing about that correction, in the event that 
waste should be found ¢ 

Mr. Franzen. Well, I am afraid you are beyond my knowledge of 
the individual agencies. 

Mr. Becxworrn. You do not work with paper people particular|; 
in the given agency ? 

Mr. Franzen. Well, we do with the ones that have procureme! 
problems that we deal with. They are personnel concerned with pur 
chasing. But usually not with people who have administrati 
authority. 

Mr. Beckworrn. Let us take the Civil Aeronautics Administratio: 
What division of that Administration makes the call on you? 

Mr. Franzen. They have not made any call upon us. 

Mr. Beckworrn. Has the Tennessee Valley Authority made a call 
upon you? 

Mr. Franzen. No. sir. 

Mr. Becxworrn. Has the Department of Justice? 

Mr. Franzen. No, sir. 

Mr. Becxwortu. Let us take the Atomic Energy Commission, or 
whatever they call that division ¢ 

Mr. Franzen. The requests for assistance for the Atomic Energy 
Commission nil come through the prime contractors who were oper- 
ating their various plants and operations. So we have not dealt 
direc tly with the Commission in taking care of their problems. 

Mr. Beckwortn. In that instance it would be a business firm? 

Mr. Franzen. That is correct, sir. 

Mr. Beckworrn. And they certainly should be exercising their 
business judgment about how much paper they are using ? 

Mr. Franzen. Yes, sir. 

Mr. Beckwortn. Now, the Defense Department, which is a big user, 
makes its claim through what division ? 

Mr. Franzen. Their claims, following the rigid formal channels, 
would come through the Quartermaster General or GS-4, which is 
the top level of supply channels. 

Mr. Becxwortn. The Quartermaster General ? 

Mr. Franzen. Actually the requests do come to us through the 
Quartermaster. We deal directly with them on numerous occasions. 
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Mr. Becxworrn. Neither the State Department nor any of these 
agencies that are undertaking programs, excepting the Defense De- 
part ment, are on the list, are they / 

Mr. Franzen. No, sir. 

Mr. Beckworrn. That is because, I suppose, the Government 
Printing Office has been able to take care of their needs so far? 

Mr. Franzen. And the General Services Administration. 

Mr. Beckworru. Do you have any questions, Mr. Wolverton? 

Mr. Wotverron. Did I understand you to say that list B, which 
allots the first item 5 percent, allots 10 percent for ground wood 
paper, and allots the several percentages that are given there for 
different types of paper, is the same allotment that was made dur- 
ing World War II 

Mr. Franzen. No, sir. During World War II, the percentages 
climbed as high at 85 percent. These percentages are those which 
apply to the situation today; not to the World War II situation. 

Mr. Wotverron. This committee is primarily interested in the 
subject of newsprint. And according to list B, attached to Order 
M-36, as amended April 20, 1951, you have directed that there shall 
be set aside for Government use 5 percent of production. What does 
that mean in terms of pounds or tons? 

Mr. Franzen. That would represent 4.510 tons per month. 

Mr. Wotverron. What is the amount of newsprint that is used by 
our so-called weekly county papers throughout the country / 

Mr. Franzen. I do not know, sir. That information would prob- 
ably be available from the Printing and Publishing Division. 

Mr. Wonverron. You do not know, then, what percentage does 
this 5 percent represent when compared to the actual use of news- 
papers that are issued, either daily or weekly ¢ 

Mr. Franzen. Well, sir, we know what the over-all consumption 
of newsprint is. I would not know what it was for specifically 
weekly or small newspapers. 

Mr. Worverron. I assumed there would be some division between 
types of papers, on the basis of whether they were dailies or week- 
lies. But you do not know of any such division 4 

Mr. Franzen. No, sir, I do not. 

Mr. Woxverton. It seems to me that it is highly important for 
us to know just what 5 percent actually means; not only percentage- 
wise, but also from the standpoint of the usage of the percentage. 
Because that represents a use which we would all consider an essen- 
tial use of newsprint, namely, the publication of daily or weekly 
papers, 

Mr. Franzen. Sir, the reserve tonnage, which applies only to 
United States production, represents less than 1 percent of the con- 
sumption of newsprint over all the country during a month. 

Mr. Wonverron. Will you repeat that ? 

Mr. Franzen. The 5 percent reserve applied to United States pro- 
duction yields a figure of 4,510 tons per month reserve. This is less 
than 1 percent of the United States consumption of newsprint per 
month. 

Mr. Wotverron. That is due to the fact that we get abont 80 per- 
cent or more from foreign sources / 

Mr. Franzen. That is correct, sir. 
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Mr. Wotverron. This order, then, is only directed to our own 
producers. 

Mr. Franzen. That is correct, sir. 

Mr. Wotverton. Is all the paper obtained in that from domestic 
producers? Or is any portion of it obtained from foreign sources, 
such as Canada? 

Mr. Franzen. We only have authority, sir, to issue directives against 
U.S. mills, United States mills. 

Mr. Wotvertron. Do you know, as a matter of fact, whether any 
portion of our newsprint comes from Canada or any other source / 

Mr. Franzen. Well, I am speaking from hearsay, sir, rather than 
direct knowledge. I know there have been negotiations to have 
Canada assume, where there are large export requirements, a portion, 
or their fair share, of those requirements. Incidentally, that was the 
procedure used during World War II. And I understand that, as a 
matter of fact, in one particular case, where we had to render procure- 
ment assistance, 80 percent of the total requirements had been taken 
on by Canadian mills, and what we were directing was only 20 percent 
of the requirement. In other words, there was a working arrange- 
ment between the two countries during the war. 

Mr. Dotiiver. Would you yield at that point ? 

Are you now referring to newsprint only ? 

Mr. Franzen. Yes, sir; solely newsprint ? 

Mr. Dotiiver. Thank you. 

Mr. Worverron. You have given us what 5 percent represents in 
the amount of pounds or tons per month. What amount of newsprint 
is actually used by Government agencies ? 

Mr. Franzen. The figure has been running approximately a thou- 
sand tons a month for the last several months, slightly below a thou- 
sand tons a month. In other words, we are only taking a small por- 
tion of the 5-percent reserve, and the balance is being released to the 
normal users on the 10th of each month. 

Mr. Wotverron. What I am trying to get at is this: How much 
newsprint does the United States Government use in the course of a 
year? Can you tell how much it used last year, for all purposes? 

Mr. Franzen. No, sir; but I believe you can get that information 
from the Government Printing Office. The present consumption for 
all requirements—and some of those requirements are export require 
ments—as we see them, would represent about 12,000 tons. 

Mr. Woxtverron. When you issued this order requiring the setting 
aside of 5 percent of our newsprint production by our domestic pro- 
ducers, how did you arrive at 5 percent instead of 4 percent or 6 per- 
cent, we will say, by way of illustration ¢ 

Mr. Franzen. We have arbitrarily moved the percentages in terms 
of 5 percent up or down merely for convenience purposes. 

Mr. Wotverron. Well, is it based in any respect upon need ¢ 

Mr. Franzen. Yes; the percentages are based upon need, sir, and 
the lowest percentage that we assign to any grade has been a 5-percent 
figure. That we consider a nominal figure. 

Mr. Wotverron. How much was the request from the different 
departments of Government ? 

Mr. Franzen. The requests on newsprint at the present time are 
running at about 1 percent, rather than 5 percent. But you see, that 
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does not disturb your normal distribution, because that paper is re- 
leased to normal consumers on the 10th of the month. 

Mr. Wotverron. Well, does it not leave a state of uncertinty, so far 
as the producer is concerned as to whether you will call for 1 percent 
or 5 percent 2 

Mr. Franzen. Yes, sir; for a short period of time. But it is not 
a disturbing factor to them. 

Mr. Wotverton. Do you have a list that would show the amount of 
newsprint that is used by different departments of Government é 

Mr. Franzen. Well, ves; we could furnish the amount that we 
know that the different agencies have taken during the past few 
months. The information for the principal user, which is the Govern- 
ment Printing Office, is available over a period of many year, I believe. 
We do have some unusual requirements coming up today, which are 
in some cases Overseas requirements, and they are to our knowledge 
sporadic and have not been a steady requirement up until the present 
time, 

Mr. Worverton. What do you mean by unusual requirements, spor- 
adic requirements, for overseas? Would you state what that covers? 

Mr. Franzen. We have had some requests from the Central Intel- 
ligence Agency to procure some newsprint for them for overseas ship- 
ment. There has been some newsprint allocated to France. The State 
Department has required some newsprint, which I believe went to 
Germany. Now, those have not been, to my knowledge, steady 
persistent requirements prior to this time. If they have been, they 
have been purchased through channels that we are not familiar with, 
and the requirements are now coming to us through failure of those 
other channels, 

Mr. Woriverton. Would it not be possible for you for the purpose 
of our record to submit a list covering the last 2 months of the amount 
of neswprint used by different agencies and departments of Govern- 
ment ¢ 

Mr. Franzen. Yes, sir. 

Mr. Wotverton. Would you be willing to do so? 

Mr. FranzeEN. Yes, sir. 

Mr. Wotverton. Are those uses, or possible uses, submitted to you 
as to quantity and purpose of use, or merely as to quantity required ¢ 

Mr. Franzen. Merely as to quantity. 

Mr. Worverton. Who would pass on the question of the purpose 
of use ¢ 

Mr. Franzen. The person initiating the request for procurement. 

Mr. Wotverron. That would be the individual department? 

Mr. Franzen. That is correct, sir. 

Mr. Wotverton. Is there no overseeing eye, so to speak that would 
have any control over the individual agencies? Or must you allot on 
the basis of what the sum total is? 

Mr. Franzen. We allot on the basis of the sum total. If there is 
some control from one agency over all agencies, I presume it would 
be the Bureau of the Budget. 

Mr. Wotverton. I suppose it would be asking too much, Mr. Chair- 
man, to have submitted to the committee the uses of newsprint by the 
7 departments with respect to quantity. Am I asking for too 
much ? 
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Mr. Becxwortu. I see nothing wrong with that request. 

Mr. Wotverron. Is it possible, in your opinion, for that kind of 
information to be given to us? 

Mr. Franzen. We can give you most of that without any particular 
difficulty, and I see no reason why you could not be furnished with it. 
There would be a small portion of the neswprint that is supplied that 
we might not be able to identify as to which agency it was going to, 
because the paper mills, in reporting to us, do not identify the agency. 
It so happens that in the case of newsprint, we know where most of 
the tonnage is going, because the tonnage is directed tonnage. You 
see, your newsprint mills are under contract, and when they are unable 
to voluntarily take on a requirement, to take care of their problem 
legally we have to give them a directive. That is the reason we know 
where most of the newsprint is going under the reserve. And I see no 
reason whatsoever that you could not be supplied with those figures. 

Mr. Becxworrn. As I understood it, when the General Services 
Office was set up and organized, it was supposed to be the purchasing 
agency of the Government. How much of that information do you 
suppose they would have / 

Mr. Franzen. The General Services Administration probably 
would not have the information on what agency is buying how muc) 
newsprint. Either ourselves or the GPO would be the best informed 
on that point. 

Mr. Wotverron. I have confined my questions to newsprint, al- 
though the general use of paper by the Government would be equally 
interesting. But it seems as if the obtaining of information of a 
detailed character with respect to the different grades of paper would 
be almost an impossible task. Is there any department of Government 
that would be in a position to tell us the amount of paper that is usec! 
by the Government through its different agencies of the type and kin« 
that. is referred to in list B, attached to this order of M-36/ 

Mr. Franzen. I believe the only place that you will get any reflec- 
tion of the over-all use of paper by grades is the report which we have. 
on which the mills show us how much of each of these grades they are 
giving to the Government each month. In other words, the take 
against the reserve is probably the only place where vou can get an 
over-all picture as to what the Government’s consumption is at thie 
moment on a particular grade. 

Mr. Wotverton. Would you be able to supply that information for 
our record ? 

Mr. Franzen. Yes, sir: that information, I believe, has been sup- 
plied you. That ison the chart that you have there. 

Mr. Worverton. There are portions of this that are marked “con- 
fidential.” What makes it confidential or creates the necessity for it 
being considered confidential ? 

Mr. Franzen. In our administration of the order, the burden does 
not. fall equally on all paper mills. We have some paper mills who 
are able and capable and interested in doing a 100-percent job and 
have achieved it by supplying us paper meeting the full amount of 
the reserve set against them. We have other mills that we are work- 
ing with, as we are constantly, to try to find some way to bring them 
up to the full amount of the reserves so that they will carry their full 
share of the load. 
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We are somewhat concerned that if the figures showing the percent 
of take against the reserve are released publicly, some of the mills 
which are presently doing the job and helping us out will become dis- 
couraged, if they see that in some cases their competitors or other mills 
are not doing the job quite as they are. And while that appears to 
be a difficult position to put a mill in, that is necessarily so, because 
we cannot at any one moment get all of the mills in at the full percent 
at the same time. There will always be variances. And in numerous 
~ cases it takes considerable amounts of negotiation and assistance to a 
mill to get them into a position where they can supply us something 
that will meet our requirements and at the same time take their 
reserve. 

Consequently, we have never released publicly the figures showing 
the actual take against the reserve that has been set up. 

- Mr. Worverton. You have the power to make the order, do you 
- not, against the manufacturer? 

Mr. Franzen. Yes, sir; we can direct all the manufacturers of 
paper. 

Mr. Worverton. Then some comply with your order more readily 
than others ? 

Mr. Franzen. That is correct, sir. There are also other problems. 

Mr. Wotverron. You are fearful, apparently, that if those who 
are complying with your order would learn that others were not, then 
| it might make trouble for you with those who are complying with 
' yourorder. Is that a correct interpretation / 
© Mr. Franzen. I think there would be that tendency, ves, sir. 

» Mr. Worvertron. Well, it seems to me that is a very unfair position 


RB be taka Rae ES 





| to put those in who voluntarily comply with the orders, and it does 
- giveasort of a preference to those who hold off. 


Mr. Franzen. The problems involved, sir, are primarily mechanical 
ones. There are certain mills that are set up to make certain grades 
of paper and only certain grades, In some cases some of those mills 
ean switch over and make grades which we require. In other cases, 
the switch-over is extremely difficult and expensive. We are at the 
present time working with a number of mills who are anxious to co- 
operate but as vet have not been able to, because we have not been able 
to find something that they could get into which would enable them 
to bring their reserve up to the full level. 

Mr. Worverron. Without going into the question of percentages, 
as you have outlined in this confidential statement which you have 
made to the committee, is it not possible for us as a committee of 
Congress to know how much paper is being used by the Government 
of the different grades by the different departments ¢ 

Mr. Franzen. Yes, sir. You can take the next to last column on 
the right and apply that percentage figure to the last column, and that 
will tell you just how much of the particular grade was shipped to 
these 14 listed Government agencies during the month of June. That 
also includes any DO orders which were placed upon the mills. 

Mr. Wotvertron. I will have to have that explained to me in a little 
more detail than I care to take the time to go into at this time, but I 
do not think the application is as simple as your answer would indi- 


' cate that it should be considered. 
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Mr. Franzen. Sir, the percentage figure in the next to the last 
column on the right-hand side represents the percentage of the pro- 
duction of that grade that the mills tell us these 14 Government agen- 
cies took from them in the month of June. 

Mr. Wotverton. Now we will take newsprint as an example. Is 
the figure that appears in the last column confidential ? 

Mr. Franzen. The Government purchases of newsprint as shown 
by our records for the month of June were about 866 tons. 

Mr. Worverton. The figure that is given here is a monthly reserve 
of 2,510. 

Mr. Franzen. The total reserve set up by M—36 is 4,500 tons. Against 
that we took somewhere between 866 tons and 1,000 tons. 

Mr. Worverton. That is what I wanted to get at. Aside from the 
question of what you require by reservation, the actual use you say 
was 866 tons? 

Mr. Franzen. Yes. 

Mr. Worverron. Now take that last column and give it in terms of 
the actual use. Are you able to give the actual use of paper for news 
print, ground wood, and so forth ¢ 

Mr. Franzen. Yes, sir. That would not be use; that would be 
procurement, not use. 

Mr. Wotverton. What I am trying to get at is how much paper are 
we using for newsprint, how much for ground-wood paper, how much 
for machine coated, how much for book, and all these other designa- 
tions that appear on this statement, so that we will get a full picture 
of the amount of paper of one kind or another that is being used by 
the Government at the present time. 

Mr. Franzen. If we assume that procurement means use and that 
the two terms can be used interchangeably, we can say that at the 
present time the use of newsprint as far as we can tell from our 
figures is approximately 1,000 tons per month. On ground wood 
papers it is today about 5,500 to 6,000 tons. Our use of machine 
coated is only about 700 or 800 tons at the most. On book papers the 
use is about 8,000 to 9,000 tons per month. On fine papers in the rag 
classification the use is somewhere around 4,000 tons per month. 
On fine chemical wood papers the use would be somewhere around 
15,000 tons per month. On coarse, bleached kraft the use would be 
12,000 tons per month. Other coarse, the use would be about 2,000 tons 
per month. On special industrial papers the use would be about 
5,000 tons per month. On sanitary papers at the present time the 
use would be about 4,000 tons per month. Crepe wadding, the use at 
the present time would be about 350 tons per month. On tissue the 
use at the present time would be about 300 tons. On absorbent papers 
the use would be about 300 or 400 tons. 

Mr. Wotverron. I assume that those figures vary according to dif- 
ferent months or quarters of the year ? 

Mr. Franzen. Yes; they would. 

Mr. Wotverton. Would you have the complete list of the amount 
of paper that was used in these different grades during the past year! 

Mr. Franzen. No, sir; we would not. Our records only go back 
to the month of March. 

Mr. Wotverton. Is there any Government agency that could give us 
that information ? 

Mr. Franzen. Not to my knowledge. 
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Mr. Wotverron. I am rather surprised that we have no means of 
ascertaining the amount of paper that was used by the Government 
this past year, 

Mr. Franzen. We have other sources of information, sir, which 
ere not governmental sources. We do have reports by our associa- 
tions in the industry. We have an indication of what percentage of 
the production, what percentage of sales, is represented by Govern- 
ment purchases. So, you could build a picture by going back over the 
years and using those trade-association figures. 

Mr. Wotvertron. Then we have to go outside the Government to find 
out how much Government uses; is that right ? 

Mr. Franzen. Sir, I cannot speak for the Bureau of the Budget or 
the Government Printing Office. Possibly they have the information 
that you are seeking. 

Mr. Wotverton. The reason for my trying to get detailed or spe- 
cific information is the fact that so frequently you read articles as to 
the great amount of paper that is used by the Government. These 
articles charge there is a tremendous waste. How are we going to 
ascertain the facts ? 

Mr. Franzen. I am afraid I cannot suggest any means of deter- 
mining just how much the use of Government paper is waste. 

Mr. Worverton. It may be that some of the subsequent witnesses 
will be able to give us some more detailed information. I have before 
mea copy of a statement to be made by Daniel H. Campbell, Director 
of Purchases of the United States Government Printing Office, that 
would seem to indicate that there may be a possibility of obtaining 
some detailed information through him. For that reason, I will 
await his appearance as a witness. 

Now, back in 1942—I think that is the correct date—Mr. Boren, of 
Oklahoma, a member of this committee, asked the witness, Mr. Davis, 
to submit for the record a list of the regular sort of publications by 
the departments that have been stopped for the duration since the 
Congress stopped the Agricultural Year Book, and so forth. Fo ilow 
ing that question, which is in detail on page 1216 of the hearings of 
the subcommittee of this committee, October 7 to 25 and November 22, 
1943, there is a list that covers in fine print approximately 15 pages of 
the report setting forth the different publications of Government that 
were stopped as being considered unnecessary. Has that stoppage 
been continued since the war, or after the war did the several depart- 
ments go back to publishing the list, the different periodicals, re- 
leases, and so forth, that had previously been stopped / 

If you do not know, maybe it will be a question to be submitted to 
the representative of the Bureau of the Budget or some other depart- 
ment, but it seems to me that under the stress of war probably a good 
job was done in stopping the publication of unnecessary releases, and 
~0 forth, by the several departments, and I am interested to know 
whether that has continued or whether they have gone back to the old 
practice of issuing all kinds of articles, some of which have been more 
or less facetiously referred to in these articles as “The Love Life of 
the Frog” and all that sort of thing. I am interested in knowing to 
what extent material of that character has been cut out. You are not 

a position to say anything about that 

Mr. Franzen. No; I am not. 

80176—51—pt. 1——21 
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Mr. Wotverron. In other words, I guess your job is to get t\. 
paper they ask you to get‘ 

Mr. Franzen. Just about. 

Mr. Worvertron. All right. I have no further questions. 

Mr. Beckxworrn. I have one other question. Are you faniiliay 
with whether or not there is printing done for the Government by 
private concerns that would be using paper other than any of this 
paper about which we are talking ¢ 

Mr. Franzen. Iam sure the answer would be “Yes. 

Mr. Beckwortru. Do you know whether that is an appreciable per- 
centage or not ¢ 

Mr. Franzen. I would think, under today’s conditions, that most 
of the printing being done for Government agencies, the paper being 
used is reported through the channels to us and shows up in our M-36 
take. So, ] would guess that the amount that is not so reported would 
be very, very small. People today are taking advantage of every op- 
portunity to get paper and get credit for it under the reserve. 

Mr. Beckworru. Would you consider it too much of a burden on 
yourself to undertake to ascertain as clearly as you can Just how much 
paper is being used by the Government in all of its phases? 

Mr. FRANzEN. Do you mean, will I conduct an investigation with 
the various agencies to find out? 

Mr. Becxworrn. I did not ask you if you would conduct an investi- 
gation; I asked if you would undertake to obtain that information. 
For ex xample, you might canvass a number of agencies where the pic- 
ture is not quite as clear to you as you feel it could be. 

Mr. Franzen. Yes, sir; we do that informally, and I -would guess 
that DPA ‘aang done it for mally in attempting to forecast what the 
requirements are going to be, so we have some idea what to do with 
these percentages. 

Mr. Beckworrn. You see, Mr. Wolverton is very much interested 
in obtaining facts about how much paper the Government uses. You 
do have a paper responsibility as far as the Government is concerned. 
I thought that perhaps, without too much trouble, it would not require 
a great t deal of effort to direct an inquiry to some of the agencies where 
the picture is not too clear to you, and maybe ask some questions’ 
The thing the committee would be interested in is the over-all picture; 
and any way you can get that information, we feel, would be time well 
spent. 

Mr. Franzen. I believe that inforination will be available, yes, sir. 

Mr. Beckworrn. To put it another way, it would be a correlation 
rather than an investigation. 

Mr. Franzen. There are two ways we can get it. One is to use the 
data we have here and another is to take the forecast by different agen- 
cies as to What they think they are going to need. We have both those 
pieces of information. 

Mr. Beckworrn. You have been in touch with the General Services 
Administration since they are purchasing agents to find out how much 
paper they are using / 

Mr. Franzen. A considerable amount. As a matter of faet, we 
are trying to help them with their procurement program to get the 
thing in order so that it will operate properly. So, we see a good deal 
of those people. 
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Mr. Beckworti. The committee will appreciate any additional in- 
formation you might be able to supply. If there are no other ques- 
tions, thank you very much, Mr. Franzen. 

Mr. Franzen. Thank you, Mr. Chairman. 

(The following table was submitted by Mr. Franzen :) 


The following table shows the estimated annual Government requirements for 
paper and are based on actual purchases during the second quarter of 1951. 
These requirements are in terms of primary paper and cover needs for primary 
paper, printed matter, and paper products : 


Estimated annual Government requirements for paper, by grades 


[Short tons] 


» “ te oral 
' pee Ser vi ~ Depart- 
’ Total — . 2 — . rer | 
Grade rete | Printing Adminis- | ow an All other 
Office | tration | , 

Total paper 775, 000 80, 000 16, 590 582, 500 26, 000 
Newsprint 10, 000 &, 000 1,000 1,000 
Groundwood 57, 000 5, 000 500 49, 500 2,000 
Book and machine-coated _ _ - 145, 000 30, 000 109, 000 6, 000 
Fine 220, 000 35, 000 | 10, 000 165, 000 10, 000 
Coarse ... 4 ; . ‘ i 220,000 | 1, 500 | 500 216, 000 2,000 
Special industrial 70, 000 | (2) 2 (2) 
Sanitary .. ‘ 40, 000 | 3, 000 35, 000 | 2,900 
Tissue : 8,000 }__..__- 1, 000 5,000 2 000 
Absorbent eh ger | 5,000 | 500 | 1, 500 2,000 | 1,000 





| Identification by separate agencies not available, but agencies are those authorized under list A of Order 
M-36. 
? Primarily file folders and tabulating-card stock; principal users are Treasury Department (checks), 
Post Office Department (money orders), and all agencies using tabulating-card machines. 


Mr. Becxworrn. The next witness that we have is Mr. Daniel 
Campbell, Director of Purchases of the United States Government 
Printing Office, accompanied by Mr. Eustis Morsberger, Assistant 
Planning Manager. 


STATEMENT OF DANIEL H. CAMPBELL, DIRECTOR OF PURCHASES, 
GOVERNMENT PRINTING OFFICE, WASHINGTON, D. C., ACCOM- 
PANIED BY EUSTIS MORSBERGER, ASSISTANT PLANNING MAN- 


AGER 


Mr. Campsenn. Mr. Chairman, I am Daniel H. Campbell, Director 
of Purchases of the United States Government Printing Office, and 
this is Mr. Eustis Morsberger, Assistant Planning Manager. I have 
prepared a report for the Public Printer, which we will read, if you 
so desire. I will ask Mr. Morsberger to read the report if it meets 
with your approval. 

Mr. Morsnercer. Mr. Chairman, we were asked to bring up to date 
the report that appeared in 1943 in connection with a previous hear- 
ing. We were not able to do that completely in the short time that 
was allotted. However, Mr. Campbell has a general statement which 
covers quite thoroughly the situation with respect to the Government 
Printing Office procurement and utilization of newsprint, which is, L 
understand, what you are mostly interested in having us provide. Mr. 
Campbell will also be glad to answer any questions or to secure for 
you information which may be a part of our records. 
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The use of newsprint by our Office is a very minor detail of the over- 
all newsprint picture. The newsprint industry’s annual output in the 
United States and Canada now is approximately 6,000,000 tons, pro- 
duction having increased steadily during the past 10 years. But con- 
sumption has kept pace, so that there has been, and continues to be, a 
demand that exceeds the available supply. 

During the six calendar years 1945-50, inclusive, use of newsprint 
by the Government Printing Office declined steadily, and in the latter 
year 1950 we used less than the quantity that was processed in 1945. 
The reason for the decrease was our inability to secure this grade of 
paper and we were forced to turn to higher and costlier grades, limit- 
ing newsprint use to the Congressional Record and the Federal Regis 
ter. This year, for reasons that I shall explain, our requirements 
have increased. 

The following table shows the amount of newsprint used in the 
Government Printing Office in the last seven calendar years. 


Use of newsprint by calendar year 


Pounds 
RT A RE RE: 5h Oe ee ee Oe 7, 767, 338 
GLa eR BRE Re A ce ON aE ee PE RE PY I" SNARES a Se ee atte id te 6, 792, 320 
ae pea eat Eee AS Es ES | EY TLE Rs eae ee ae ee CaP Se oe ee 4, 595, 130 
RT a ES SREY ere BD ee ce Se Li a ee ny Ee Re De Pr 4, 851, 565 
ATE EAE Set EEO ae Aa Sa: SS SSSA Oe REN SNe LES DY ot TE 5, 176,367 
RE ET ee Ss eee a) LE: «Ee ee ee eee ee Hee ee 6, O17, 606 
I ie access eraleenoecah, ieee gpaiedhipecntnen tye inibascoetpninoandibiabad 4, 254, S40 


Mr. Worvertron. That relates to pounds? 

Mr. Morssercer. That does relate to pounds. 

To make a simple and easily understandable statement of. the 
Government’s use as compared to available supplies, of the 6,000,000 
tons annually manufactured, our present exceptionally high require- 
ments are only 8,000,000 pounds, or slightly more than 1 pound out 
of each ton produced on the North American Continent. I believe it 
would be profitable here, after the foregoing brief summary of news- 
print use, to put into the record a short outline of the Government 
Printing Office’s authority and responsibility as a source of printing 
for the Government. 

The Government Printing Office is an independent agency in the 
legislative branch of the Government, headed by the Public Printer, 
who is under the direct control and supervision of the Joint Com 
mittee on Printing, which committee is composed of three Members 
of the House of Representatives and three Members of the Senate. 
Its present chairman is Senator Carl Hayden. 

The Printing and Binding Act of 1895, as amended, requires that 
all printing, binding, and blank-book work for Congress, the Execu- 
tive Office, the judiciary, and every executive department, independent 
office and establishment, as well as the legislative branch of the Gov- 
ernment, shall be done at the Government Printing Office, except such 
classes of work as shall be deemed by the Joint Committee on Printing 
to be urgent or necessary to have done elsewhere than in the District 
of Columbia for the exclusive use of any field service outside of the 
District of Columbia. 

The Public Printer may authorize a department to purchase 
printing direct for its use, or he himself may purchase for the de 
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partment from commercial sources printing which the Government 
Printing Office is not suitably equipped to produce in the time al- 
lowed for production. The Government Printing Office has no 
authority to determine what shall be printed, or the number of copies 
to be printed. It is our duty to fill as expeditiously and as economi- 
cally as possible all requisitions placed with us, provided the head 
of the ordering agency certifies that the material requested is necessary 
to the public business and is authorized by law, and that appropria- 
tions have been duly made therefor. 

Under section 216 of the United States Code, the Public Printer 
has authority to determine the form and style in which the printing 
and binding ordered by a department shall be executed, and the 
material and size of type to be used. 

Section 4, title 44, United States Code, provides that the Joint 
Committee on Printing shall have power to adopt and employ such 
measures as in its discretion may be deemed necessary to remedy any 
neglect, delay, duplication, or waste in the public printing and binding 
and the distribution of Government publications. Under this author- 
ity, our Office has scrutinized every one of the 100,000 requisitions 
received so far this year to insure that the order is in accord with this 
policy. Further, every job is carefully planned for production in the 
most economical manner as regards paper size and grade, margins 
and trim, and speed and capacity of equipment. We have prepared 
and followed standard specifications for page size, in order that waste 
in cutting be reduced to the absolute minimum. 

In the processing of newsprint, which, as stated, is used principally 
for the Congressional Record, we have taken steps that will reduce 
our newsprint requirements for the Record. Three new presses are 
being built at a cost just a little under a million dollars. That expendi- 
ture for presses was brought about by the obsolescence of the old 
presses, but in ordering them we have designed them in such fashion 
that they will conserve on the use of newsprint. The first of these is 
expected to be in operation during this coming fiscal year, The press 
specifications have been designed to have the press print a page size 
that will be reduced from 914 x 113% to 83¢ x 11 inches. It will 
require a 46-inch roll instead of a 48-inch roll and will save 11.88 
percent of the paper now being used. This proportional saving will 
also extend to other publications run on these presses. 

The volume of business produced or procured by the GPO has in- 
creased tremendously since the outbreak of the Korean activities. In 
149 we produced or procured printing valued at $5534 million. In 
1950 the volume increased to $59 millon. It is estimated that for 
the present fiscal year the total will reach $96 million. Naturally, this 
heavy increase involves the use of larger amounts of paper. During 
the year our inventories of all grades were increased by about 50 
percent and now stand at about 27 million pounds. This represents 
approximately a 2 months’ supply but we have critical shortages in 
inainy classes of stock and it is necessary for us to make as many as 
40 or 50 substitutions daily. These substitutions are frequently for 
a higher grade and often change the production method to such an 
extent that the final cost of the work may sometimes be doubled. 
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The difficulty of obtaining paper of all kinds is clearly shown by 

the decline in coverage on our quarterly contracts: 

July 1950 

DERE TO i eh edie nee toc manent esi ilpinins eso hsigiinineapaet oatantion 
January 1951 

April 1951 

July 1951, bids for which were just opened by the joint committee, 
we received 55 percent coverage. 

We have worked closely with the NPA in the hope of obtaining more 
paper. We have extended DO ratings supplied by the departments 
of the authorized limit for inventory replacement. 

At present rate of consumption we are using about 180 million 
pounds of paper in all classes annually. This does not include paper 
furnished by printing contractors who supply their own paper for 
many specialty items in the procurement operation that we follow. 
It is estimated that such furnished stock might increase our direct and 
indirect consumption by about 25 percent. 

The following table shows the cost of paper consumed in printing 
and binding orders for the defense agencies, two of the old-line 
agencies whose requirements remain about stable, and one of the new 
emergency agencies. The figures show that there has been no great 
increase in paper consumption by representative nondefense agencies. 


Charges made for paper used on printing and binding jobs and blank paper 
furnished during fiscal years 1949, 1950, and 10 months of fiscal year 195! 


10 months 
Fiscal yee Fiscal year fiscal year 
1950 1951, July 

Apr l 


Air Force $50, 741. : $277, 467. 36 $955, 280. 
Army . 760, 018. 71 | 1, 422, 394. 50 3, 161, 317 
Navy =! : , 739, 552. , 408, 886. 19 2, 622, 631. 92 
Post Office 2, 843, 027.85 | 2, 715, 515. 33 2, 398, 158. 58 
Treasury , 800, 125. 835, 955. 50 | L 023, O58. 8 
Economie Stabilization Agency .| 103, 


OS a eee : 9, 193, 466.15 | 6, 660,218.88 | 10, 263, 845.28 


When May and June figures are available for the defense agencies 
the increases will be even more evident. It is estimated that of our 
current volume about 80 percent will represent defense and emergency 
agency work. 

“Our quarterly contracts have not yielded any newsprint coverage 
for some time and our purchases are made in the open market. Of 
course, we buy only from domestic sources. Since the establishment 
of the National Production Authority, we are getting all the newsprint 
we need. This has certainly not been true in the past, when despite 
curtailed usage we have frequently been just a few rolls ahead of Con- 
gressional Record production and for several successive years were 
saved only by the adjournment of the Congress. 

I think there was one occasion when we had a roll of stock on hand 
when the Congress adjourned. 
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We have accepted bids for delivery of 6,850,000 pounds of newsprint 
during the fiscal year ending June 30, 1951. This quantity has been 
furnished by suppliers as follows: 


Pounds 
Great Northern Paper Co_ ‘ — 2, 500, OOO 
H. G. Craig (St. Croix) west ees fF 
(row. Benerenck....-..~--.....- wa rss _--.-~ 1, 000, 000 
Coosa River_------------ : a : os 1, 000, 000 

In addition to the above suppliers, we have found it necessary to 
request the National Production Authority to direct tonnage totaling 
1,380,000 pounds during May and June. This tonnage was directed as 
follows: Coosa River, 860,000 pounds; Great Northern, 400,000 
pounds; and St. Croix, 120,000 pounds. This brings our fiscal year 
requirements for newsprint to a total of 8,230,000 pounds. 

We requested bids on 4,000,000 pounds of newsprint on our contract 


> for the third quarter of 1951 in the hope of procuring a supply which 


will enable us to meet our increased requirements; no bids were re- 


Pceived. In addition, we are making tentative inquiries throughout the 


printing trade with the idea of establishing contracts for short-notice 
printing jobs on which the printer could supply up to 100 tons of news- 
print. 

There is one other considerable item that is not included in the 
totals cited. It is a directed order for 1,000,000 pounds of newsprint 
for May and a like amount for June, with similar tonnage extending 
into July, August, and possibly September. This 2,000,000 pounds, 
already placed, is on State Department requisition for oversea ship- 
ment. This stock will be furnished by Crown Zellerbach, Publishers 
Paper Co., St. Croix, and St. Regis, with Crown Zellerbach supply- 


‘ing the greater portion. 


With regard to your request for information about any imcrease in 


the demands for newsprint from Government departments, I hope that 


a general statement will suffice. We would otherwise have to check 
each of our jobs to see whether newsprint was used, and that would 
mean going into 100,000 jackets. Our consumption of newsprint from 
totals cited is about as follows: 46 percent for the Congressional 
Record, 16 percent for the Federal Register, and the remaining 38 per- 
ment for miscellaneous uses, including largely income-tax Instructions 
and forms. In recent months the Office of Price Stabilization has had 


) heavy requirements for regulations, price-ceiling charts, and similar 


large-quantity orders on which newsprint was used because of the 


» great difference in cost, reflected both by the price of the paper and 


the method of production. In at least a few instances, the precarious 
condition of newsprint supplies made it necessary to prohibit use of 
newsprint for these requisitions, and a higher grade and costlier stock 


| was used, involving also increases in production costs. Since deliveries 
= insight have eased that situation, we have returned to the use of news- 


print for this purpose. 
In order to ease the burden on the paper industry and to facilitate 


procurement of paper, the GPO has reduced its specifications. Par- 
‘ticularly in chemical-wood writing, which is used in large quantities 
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for forms printing and as a substitute for offset stocks which we 
cannot procure, we now permit a total of 20 percent of unbleached 
and groundwood fibers. Despite this lowering of specifications, on 
both writing and offset stock, we have unfilled requests on hand for 
the following amounts of paper: 

Pounds 
NN nih atleast loti toca tie brick edit da och So ashen cnettiias-totntivesith ph 2, 500, 000 
CE TI a cccenchiyicitenicniegtncenangetibieouane i _ 3, 000, 000 
25 percent bond 1, 190, 000) 
Miscellaneous 1, 396, 000 

In addition to the foregoing, 17,127,450 pounds were not covered in 
the term contract openings for the quarter beginning July 1, 1151, 
and must be purchased in the open market. 

That concludes the prepared statement, Mr. Chairman. 

Mr. Becxworrn. That is a very interesting statement, I assure 
you. 

If you are called upon to do a job by a given department, do you 
have the authority to select the type of paper that is the mimimum as 
to quality for that department ? 

Mr. Morspercer. Yes, sir; we have that authority and it is fre- 
quently used, but through negotiation with the agency we find some 
type of stock that is acceptable to them. If they order a quality of 
paper which is too high, we attempt to have it reduced. 

Mr. Becxwortn. | judge, from what you have said on the ques- 
tion, you are having to use a great deal of high-grade paper because 
you cannot get newsprint. 

Mr. Morssercer. In a good many cases that would be true, but the 
substitutions I have referred to also would include reductions in grade 
of stock where we have not been able to supply the quality that they 
asked for. 

Mr. Campsett. I might say that recently that condition has not 
been nearly as bad as it was in the past. We are now, with the assis- 
tance of the National Production Authority, getting sufficient news- 
print to do the Congressional Record and the Federal Register. 

Mr. Becxwortn. The record of the Treasury Department and the 
record of the Post Office Department, it appears, are exceedingly good 
in holding down that cost. Is there any important element other 
than volume in the case of an agency like the Air Force? 

Mr. Campsett., You mean in the expense? 

Mr. Beckworrn. Yes. 

Mr. Camppett. I doubt that. So far as the printing is concerned, 
I think it would be reflected in the paper. 

Mr. Becxworrn. Could it be generally said, for example, that the 
Air Force uses higher-quality paper for most of its work than the 
Treasury and the Post Office Departments? 

Mr. Camrseitt. No; I would not think so. I think it is in the 
volume rather than in the quality. 

Mr. Beckwortrn. In the volume rather than in the quality ? 

Mr. Camppety. Yes, sir. 

Mr. Beckworrn. That is generally true of all your new agencies! 
Of course, the Air Force is not a new agency, but it is an expanding 
agency. That is generally true in all the new agencies and the ex- 
panding agencies ? 
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Mr. Camppeit. I think so. With the exception of newsprint, the 
cheaper grades of paper are used in a large volume and are more 
readily obtainable than some of the more expensive papers. 

The large printing orders are usually printed on papers that are 
priced reasonably—book papers and newsprint, and so on. 

Mr. Morssercer. I would say, Mr. Chairman, as difficulties develop 
in procuring paper, there will be a general downgrading of the quality 
supplied to the agencies. sty 

Mr. Becxworru. Is the Government Printing Office at this time 
stockpiling paper for future uses ¢ 

Mr. Campsect. We certainly are not. We have not been able to 
obtain a satisfactory operating inventory, much less stockpile any 
paper. 

Mr. Beckwortu. You are not stockpiling any grade of paper? 

Mr. Camppe.n. No, sir. 

Mr. Becxworrn. As you said, the Government Printing Office does 
not have any authority to pass upon whether or not paper is to be 
used. You have to work within the law. If there is an authorization 
for that kind of expenditure and the call is made in a legal way, you 
have to go ahead with it? 

Mr. Campseti. We have to accept it ; yes, sir. 

Mr. Douutver. Mr. Chairman, I have two or three matters on which 
I wish to make some inquiries. I notice on page 1 of the statement that 
the use of newsprint by the Government Printing Office steadily de- 
clined from 1945 to 1948 and then it had an upturn. Was that decline 
on the basis of inability to procure newsprint or did your requirements 
decline ¢ 

Mr. Campse.u. I am quite sure that it was not altogether because of 
requirements, although there was some decline in demands. We were 
unable to obtain the newsprint that we needed. We found it necessary 
to restrict its use to the Congressional Record and to the Federal 
Register. We could have used it on many other jobs had we been 
able to obtain it. 

Mr. Dotiiver. So, your limitation or the fluctuation in your use has 
been the result of inability to procure the newsprint rather than fluc- 
tuation in demand in the Government Printing Office ? 

Mr. Camppneti. Yes; that is true, with the exception of a few of the 
new agencies for whom we are printing regulations on newsprint that 
we did not have a year or 2 years ago. 

Mr. Dotxiver. During the last year, since the outbreak of the Korean 
episode, there has been a vastly increased demand on your agency for 
printing and particularly for the use of newsprint; is that correct ‘ 

Mr. Campse.i. It is not particularly newsprint. It is more in the 
other grades. The newsprint is only a very small item of paper 
compared with the over-all usage of other types of paper. 

_ Mr. Dotuiver. Could you translate that into percentages? That 
is, what percentage of the total paper used is newsprint ? 

Mr. Camppett, For example, it is expected that we will use for 
this calendar year 180 million pounds of paper. Out of that 180 
million pounds of paper, there will probably be 8 million to 9 million 
pounds of newsprint. 

Mr. Dot1iver. About 2 percent. 

Mr. Camppetn. Yes, sir. 
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Mr. Douuiver. If you could procure more newsprint, would you be 
able to use more and decrease the use of the more expensive types of 
papers ? 

Mr. Camppett. In the past we could have, but at the present time 
we are getting suflicient newsprint to take care of our newsprint re 
quirements. ‘That is only because of the directives that National Pro. 
duction Authority has recently placed with the mills. Otherwise, we 
would be in the same position that we were in 2 years ago or 1 year 
ago. 

Mr. Doxuiver. In other words, you are saying that the National 
Production Authority has been of considerable assistance to you in 
procuring the newsprint which you have felt necessary ¢ 

Mr. Campsety. That is correct, and other papers, too. 

Mr. Doiutver. Now, I notice one thing on page 3 which is a con- 
servation measure. The Congressional Record is to be changed, and 
some new presses will take a different size page. Does that mean that 
there will be a change in the size of the Congressional Record some- 
where in the immediate future ? 

Mr. Campsett. Yes, sir; there will be a change in the size of the 
Congressional Record and the Federal Register. 

Mr. Morspercer. ‘That will apply only to the page size. The reduc- 
tion will be wholly in the margins. The type-page size will not be 
reduced. 

Mr. Dotuiver. There will be no change in the type format ? 

Mr. Morspercer. That is correct, sir. 

Mr. Dotitver. When will that change take place? 

Mr. Campseu. It is expected that the presses will be in sometime 
in the next fiscal year. Just how soon that will be depends on the 
contractor’s ability to get some scarce items of material, but we expect 
to have them in during the next fiscal year and running. 

Mr. Dotiiver. At the top of page 4 you refer to the tremendous 
increase in the volume of business done by the Government Printing 
Office. How do you account for that? Is that paper work all the 
result of the Korean War? 

Mr. Morspercer. We have received greatly increased orders, sir, 
from the defense agencies. For example, the Department of the Army 
and the Department of the Air Force are bringing us training man- 
uals of various kinds in great quantities, 300 or 400 such manuals 
at a time, as fast as they can get them prepared and sent in to us to 
print. 

Mr. Dotutver. How many will they order of those on an average 
would you say / 

Mr. Morssercer. They would vary. The Air Force orders, I 
believe, have been for replenishing inventories of manuals and did not 
exceed about 5,000 copies of each. 

Mr. Camppe.u. | believe that is true. 

Mr. Morssercer. I believe that is right. We have ordered a good 
many of them through contract printers in New York and elsewhere. 

Mr. Douitver. That answers another question I had in mind, on 
some of this excess work you have not been able to handle yourself in 
your buildings here in the Government Printing Office. 

Mr. Morspercer. Probably our maximum capacity will amount to 
somewhere between $50 million and $55 million a year. If the volume 
increases, our own production will remain stable, because that is all 
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the capacity we have to do the work. The Public Printer has stated 
a number of times that he has no intention of seeking to increase the 
capacity of the Government Printing Office but intends to procure the 
surplus from available commercial sources. At the present time those 
commercial sources have available facilities, and any further unset- 
tling of the national economy would probably make still greater facili- 
ties available, for a temporary period at least. 

Mr. Dotuiver. I take it, then, that at the present time the Govern- 
ment is farming out some of the work ¢ 

Mr. Morssercer. Farming out a volume that might be said to 
approximate $40 million annually, including the cost of the paper. 

Mr. Dotiiver. What percentage will that be of the work ¢ 

Mr. Morspercer. Close to a 50-50 division. 

Mr. Doutiver. About 50 percent of your work will have to be farmed 
out because of the increase in volume ¢ 

Mr. Beckwortu. Will the gentleman yield ? 

Mr. Do.uiver. Yes. 

Mr. Becxworrn. In the event the Government Printing Office did 
that work instead of farming it out, what would the $40 million be? 

Mr. Morspercer. I am not sure that I understand your question. 
You mean the cost of the $40 million worth ? 

Mr. Beckwortu. Suppose you did not farm it out ; would the figure 
be affected ¢ 

Mr. Morstercrer. Assuming we had enough equipment to do it? 

Mr. Becxworrn. That is right. 

Mr. Morspercer. I think it would be approximately the same. We 
have been able to show, and we have been called upon to do it a good 
many times, that our costs are in most instances somewhat below that 
of commercial producers. 

Mr. Beckworrn. But is it appreciably below ? 

Mr. Morspercer. Not appreciably below, I would say. 

Mr. Beckworrn. That would be because your hours of work or the 
amount of wage scale? 

Mr. Morssercer. The wage scale and the leave regulations, and 
another element that enters into the situation as it exists today. We 
have to take most of the troublesome work, the rush work, the “hot” 
work, and produce it in the Office. If something is required to be 
delivered within a week, we obviously cannot take 10 days to send 
out specifications and receive bids and make the award and ship the 
paper. So, all of that sort of material is just handed to the Govern- 
ment Printing Office. 

Mr. Becxworrn. And overtime may come in / 

Mr. Morspercer. Overtime; yes. 

Mr. Dotutver. Then the process of farming out this excess work will 
continue, as far as we can ascertain now, rather indefinitely ? 

Mr. Morspercer. While it has declined, there has been no time since 
the beginning of World War II that the Public Printer has not been 
procuring a considerable volume of printing. I think the low point 
was reached at about $10 million worth of printing annually hich. 
when paper is added to it, might run as much as $15 million. 

Mr. Campse.i. You see, much of this work is specialty work that 
on are not equipped to do economically in the Government Printing 

ice. 


Mr. Dottiver. What do vou mean by special work / 
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Mr. Campsety. Work that requires special presses and special equip- 
ment to do it. We would not have enough work in the Government 
Printing Office to justify the purchase of this type of equipment, 
because we could not keep it busy. So, we would have to go to a firm 
that specializes in this = Ses of work. I have in mind, for example, 
the continuous forms that are marginally punched. That sort of 
printing requires special equipment that we do not believe would 
justify an expenditure to buy and to maintain when such forms can 
be purchased commercially at a price advantage. 

Mr. Dotiiver. How are those outside contracts let, on a competitive 
basis or what is the way? 

Mr. Camesetn. They are let on a competitive basis. We have a list 
of printers all over the United States and a listing of their equipment. 
We know the type of work they can do, and they are given opportuni- 
ties to bid on this work. 

We have recently developed what we call a standard-rate contract. 
It is the type of negotiated contract where we develop the rates, 
predetermine the rates, and these contracts are offered to the various 
printers throughout the United States. If they sign and return them 
to us, they are eligible to receive work on this contract without going 
through the usual procedure of competitive bidding. 

Mr. Dottiver. Getting back to the field of newsprint, suppose a 
particular contractor to whom you awarded a job does not have the 
paper, do you help him get the paper or do you require him to fur- 
nish it? 

Mr. Campsett. We require him to furnish it. We have taken the 
position that we could not be of very much help to him when we cannot 
help ourselves. As far as the regular run of paper is concerned, 
certainly if he is going to get any help he will have to get it through 
a source other than the Government Printing Office. 

Mr. Morssererr. I do not believe that is an entire answer to the 
gentleman’s question, if I understood it. The majority of our print- 
ing contracts provide that the Government Printing Office will furnish 
the paper. 

Mr. Dotuiver. That is what I wanted. 

Mr. Morspercer. Mr. Campbell was referring to those contracts in 
which the contractor was expected to furnish the paper and it was so 
provided in the specifications for the job. 

Mr. Dotuiver. But in most of the contracts the Government does 
furnish the paper? 

Mr. Morspercer. That is correct. 

Mr. Dotutver. You have it shipped to the place where it can be 
used, Chicago, San Francisco, or wherever that happens to be? 

Mr. Campvetn. That is true. 

Mr. Morspercrer. We have storage stocks of paper in New York 
and Chicago, and a small staff there supervising the procurement 
printing in those areas. I think we have about 6 million pounds of 
paper in each of those places. 

Mr. Campsety. That would be a fair figure, I think. 

Mr. Dotutver. In the third paragraph on page 6 of your state- 
ment there is a statement there that sort of amazes me. You had a 
requisition for 2 million pounds by the State Department for overseas 
shipment. You are called upon by the State Department to furnish 


paper? 
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Mr. Campsetn.. Yes, sir; blank paper. 

Mr. Dotitver. In rolls, or what ‘ 

Mr. Camppet. I think this is mostly in rolls. Now there may be 
some portion of it in flat sheets. 1 think the State Department order 
is in rolls, various size rolls. 

Mr. Dotutver. Do you know where it is going ¢ 

Mr. Camppett. No: we do not know where it is going for sure. 

Mr. Dotiiver. They call on you to furnish that. Is that over and 
above your usual purchase of paper ¢ 

Mr. Campsrin. That is. That is unusual. We have never fur- 
nished it to them before. 

Mr. Dotuiver. Is the printing on it done across the water? You 
are not doing any printing ‘ 

Mr. Campsetn. No, sir; it is going direct from the mill. We are 
buying it for them. It is being shipped direct from the mill over- 
seas. 

Mr. Douuiver. Does that cut down your supply of various papers 
of that category or is that extra you are supposed to buy ¢ 

Mr. Cameneti. That is extra that we are supposed to buy, but 
there, too, the National Production Authority has taken care of 
that quantity in addition to our requirements. We tell them what 
we want, and must have, for the Government Printing Office. In 
addition to that, we needed this extra amount for the State Depart- 
ment. They have succeeded in taking care of us and the State De- 
partinent, too. 

Mr. Dotniver. Of course, that paper is all from domestic mills; 
none of that comes from any foreign production ‘ 

Mr. Campretn. That is all from domestic mills. 

Mr. Breekworrn. Let me ask you this question. Will you have 
to pay, because of any factor, a premium price for that paper ? 

Mr. Camppe... No, sir; we do not pay a premium price. We have 
been paying the regular market price for our newsprint. 

Mr. Becxworrn. That is applicable to what the State Depart- 
ment will get ¢ 

Mr. Douuiver. I noticed recently in one of the magazines an article 
about the Government Printing Office. I suppose everybody in the 
(iovernment Printing Office has read it. 

Mr. Campsen.. That is right, sir. 

Mr. Morspercer. I think the Post has sold about 5,000 copies in 
the Office, thereby increasing the consumption of book papers. 

Mr. Douuiver. | thought it was a good article. It was very com- 
plimentary and revealed something that I had not realized, that the 
Government Printing Office was making a profit for the taxpayers: 
at least they implied that. T hope that is true. 

Mr. Morspercer. That is true. 

Mr. Dotuiver. That is all, Mr. Chairman. 

Mr. Wo tverton, I have only two or three questions, Mr. Chair- 
han. 

I want to supplement what Mr. Dolliver has covered in his ques- 
tions by asking for some further information with reference to the 
printing that is permitted to be done by the field service offices outside 
of the District of Columbia. Will you explain what that situation 
is and what it amounts to in the ‘course of a vear and the reason 
for it ¢ 
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Mr. Morspercer. I do not believe, Mr. Wolverton, we could tell you 
the amounts involved but the various agencies may go to the Joint 
Committee on Printing and receive authorization for the establish 
ment of field plants. They are supposed to produce in those field 
plants only those classes of work which originate with that field estab- 
lishment. So they should represent small quantity orders. 

Anything that 1s used throughout the Department and is classified 
as departmental printing is required to be produced or procured by the 
Government Printing Office. They are usually small plants There 
are, however, a considerable number of them. As a rule, they may 
consist of one or two oflice duplicating machines or multiliths. There 
are, however, another class of printing plants which actually use large 
presses, typesetting facilities and equipment that, while smaller than 
that of the Government Printing Office, may still make a considerable 
size plant. Those are much smaller in number. 

Mr. Wotvertron. When you refer to work that is done in the field 
offices other than in the Government Printing Office, do you refer to 
work that is let out by such offices or what they do by their own 
facilities ? 

Mr. Morspercer. I was referring to what they did with their own 
facilities, but they also have authorization, again from the Joint 
Committee on Printing, to spend certain sums for contract work. 
There again I am referring to the larger printing plants. 

Mr. Wotverron. How many exist, to your knowledge ? 

Mr. Morspercer. I could not say. Of the larger type of printing 
plant I would guess there might be 25 in that second classification, but 
it would be purely a guess. ‘The Government Printing Office itself has 
5, I think, of these field service offices located in New York, 1 in 
San Francisco, and in 2 or 3 other cities, where they process for 
field agencies, for example, 5,000 copies of a form or release or pamph- 
let. It is small class reproduction work such as is urgently needed 
right on the spot by an agency. 

Mr. Wotverton. Would there be a substantial saving if it were 
possible to utilize newsprint in place of the higher grade paper? Of 
course you have to assume that newsprint would be available, but my 
question assumes the availability of newsprint. Would it result in 
a substantial saving for the Government to use that ? 

Mr. Morssercer. I do not believe so, Mr. Wolverton. The class of 
printing which is required to be done would determine the type of 
paper that would be used on it. Maybe if 10 percent more of news 
print were available to us, we could profitably use it on some classes 
of work, but much of the work we do is required to be printed on 
permanent or semipermanent paper, sometimes with illustrations for 
which a suitable reproduction cannot be secured on newsprint, and 
things of that kind. 

Mr. Wotverton. So that it would be your opinion that there would 
not be substantial savings by additional use of newsprint ? 

Mr. Morspercer. That is true. 

Mr. Wotverton. Now you may or may not be in a position to answer 
this question. I assume that in operating the Government Printing 
Office you have an opportunity to see all types and kinds of requisitions 
for printing, the numbers to be printed, etc. On the basis of your ex- 
perience as Government printer, would you have any suggestions or 
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recommendations to make to this committee as to how savings could be 
made? 

Mr. Morsrercer. Not, I think, to your committee, sir. But every 
day we are making recommendations of the kind I believe you have 
in mind to the several divisions and departments of the Government. 

Mr. Wotverron. By way of illustration, in our hearings held some 
2 or 3 weeks ago reference was made to a certain publication that was 
issued I think by Civil Defense and that there had been 7 million of 
them printed and only 1 million had actually been distributed and the 
balance was just waste. I am wondering if you have any knowledge of 
conditions like that where you have been “required to print a great 
amount or number of a particular matter and then it was subsequently 
called to your a that the amount was unjustified, resulting in 
consequent waste. I do not assume that your department could have 
cut down the amount that would be asked for in an order of that kind, 
but as a result of the work that you have done have instances come 
to your attention where departments have been unjustified in asking 
for the particular amount ordered? ; 

Mr. Morssercer. I think we would not know about that, Mr. Wol- 
verton. 

Mr. Campseti. I personally do not know of any such case, and it 
does seem that the Printing and Publications Divisions that order this 
work are pretty conscious of their ; appropriation and do not print a lot 
of books or pamphlets that they do not need. They can always go back 
to the press after a charge for initial preparation and it is a whole lot 
better for them not to overshoot the thing, as the material is there to 
reuse whenever they like. 

Mr. Wotverron. It has come to my attention recently, I do not re- 
member the details sufficiently to make it the basis of a direct question, 
that a great many documents had been printed I think for the present 
Civil Defense set-up that have not been utilized and they are on the 
Government’s hands. Do you have knowledge of that ¢ 

Mr. Camppre tn. No, sir, I do not. 

Mr. Wotverron. I do not like to depend on political columnists and 
that sort of information, yet it seems that very frequently our atten- 
tion is directed to such instances by some enterprising newspaperniain 
whose instinct has led him to some particular thing and an article re- 
sults. Maybe you are the one to give us some recommendations. There 
may be some that you have already put into effect, I do not know, that 
could mean a saving, and elimination of waste in Government publica- 
tions. 

That is all, Mr. Chairman. 

Mr. Beckwortu. What type of work that you farm out is the most 
sought after? 

Mr. Camppsen.. Is the most sought after, you say ¢ 

Mr. Beckwortnu. Yes. 

Mr. Camrpet.. Except for the specialty forms: T do not think L 
could break it down to any particular classification. It is the usual 
run of black and white printing that is mostly sought after. We have 
very little color work. So there is not too much interest in the amount 
we do. 

Mr. Beck worrn. With how many firms did you do business or make 
contracts for that kind of work, that sought after work, that specialty 
work, in the last fiscal year? 
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Mr. CampseE... I would like to correct that statement to this extent. 
That type of work is not as much sought after today as it was, say, 6 
months ago or back to last June, perhaps, because not only the Govern- 
ment but even commercial firms are ordering large amounts of it and 
equipment is rather limited. So I would say, and it would just be a 
guess, that there are 30 or 35 companies that can do it on the specialty 
equipment. Anybody can do it, I suppose, but it is very expensive 
unless you have this highly specialized equipment to do it on. 

Mr. Beckwortu. Do many of the smaller newspapers and the 
smaller printing shops get any Government work ¢ 

Mr. CAMPBELL. Geuaie they are not interested. We do not seem 
to have much interest from the newspapers. We may find once in 
a while a newspaper in a very small town comes in to us and tells us 
that he is only busy 2 or 3 days of the week and he has this type of 
equipment, and do we think we could use it! If we think so, we tell 
him, and we give him an opportunity to bid, or we get him on these 
standard rate contracts and we try to send him a job every now and 
then. 

Mr. Beckwortu. Are those contracts relatively simple or would the 
average small firm have any difficulty knowing whether or not it could 
nieet the terms ¢ 

Mr. Campseit. We have had a great deal of experience with that 
type of contract, and we believe we have it in shape with that 
soletively simple. 

Mr. Do.tutver. Will the gentleman yield? 

Mr. Beckworrn. Yes. 

Mr. Dotutver. What do you mean by standard rate contracts ¢ 

Mr. Campse.n. They are contracts where we in the Government 
Printing Office develop the prices as being what we think is a fair 
price to pay for the different operations, and having completed that 
we submitted it to the printers throughout the United States that we 
have on our list to do business with. If they felt they could do the 
work at those prices and under those conditions, they signed the con- 
tract and sent it back to us and that saves us bidding on jobs where 
there is not sufficient time to bid. 

Mr. Morspercer. Sir, these contracts are broken down to the con- 
stituent operations of any printing job. We allow a price under the 
terms of the contract for a thousand ems of composition, for a thousand 
press impressions of the various press sizes, and so on, and then the 
contractor merely takes the job and figures what items of production 
go into it. The aggregate price he is to receive is already pre- 
determined. 

Mr. Donitver. Thank you, Mr. Chairman. 

Mr. Beckworrn. Back to my original question, how many firms 
actually got Government contracts? If you have that information, 
for the last fiscal year or last 2 years and could supply it for the 
record, I personally would like to have it. 

Mr. Campset,. We do not have it available now. We have preb- 
ably 3,000 firms on our list that we either send bids to or these standard 
rate contracts. 

Mr. Beckworri. My question is, in the last fiseal year how man) 
of them actually got some business and did some work for the Gover 
ment? If you do not have it now, when you revise your statement 
just supply it. 
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Mr. Campne.n.. Very good, sir. 

(The information referred to follows:) 

From July 1, 1949, to June 30, 1950, 487 printers received one or more orders 
from the Government Printing Office. In the present fiscal year, July 1, 1950, to 
date, 1,081 printing firms have had orders placed with them by the Office. 

Mr. Beckworrn. Mr. Wolverton. 

Mr. Wotverron. I have no questions, Mr. Chairman. I feel cer- 
tainly I reflect the views of the members of the committee that the 
information you have given us has been very helpful to us. Per- 
sonally IL am of the opimion that the Government Printing Office is 
one of the most, if not the most, efliciently operated departments of 
our Government. 

Mr. Camrre.t. Thank you very much, sir. 

Mr. Morssercer. Thank you gentlemen. 

Mr. Beckworrn. We do have a high opinion of your Office indeed. 

May I say this, that this committee is interested in seeing that all 
paper possible is conserved because there is a very tight situation 
throughout the land in regard to types of paper. Furthermore, we are 
a committee that is very much interested in economy. If in the days 
to come you have suggestions that you could give the committee on 
the record or off the record that will be conducive to reaching the two 
objectives I have referred to, we shall be glad to have those suggestions. 

Mr. Camppett. We certainly will do that, sir, and I want to assure 
you that we are, particularly at times like these, conserving as much 
paper as possible. We do make suggestions to the departments when 
they come in with their jobs on how they can be produced most econom- 
ically and still give them what they need to do the job. 

Mr. Beckworrn. Emphasizing further the economy element, con- 
sidering that the volume increased from $59 million in 1950 to an esti- 
mate for this present fiscal year of $96 million, and we do not regard 
it as your fault at all, we certainly recognize that it is very essential 
todo just what you have suggested you try todo. 

Mr. Camppeii. Yes, sir. 

Mr. Beckworrn. Thank you very much. 

Mr. Camere. Thank you, sir. 

Mr. Beckworrn. We have one other witness scheduled to appear: 
Mr. Ray Ward, of the Bureau of the Budget. 

Mr. Ward, how long is your statement ¢ 


STATEMENT OF RAY WARD, CHIEF, GENERAL SERVICES GROUP, 
ADMINISTRATIVE MANAGEMENT DIVISION, BUREAU OF THE 
BUDGET, WASHINGTON, D. C., ACCOMPANIED BY GEORGE S. 
VANDERWENDE, ORGANIZATION AND METHODS EXAMINER 


Mr. Warp. Mr. Chairman, I do not have a prepared statement. 
I] will make a general statement, if you wish, or do you want to ask 
some detailed questions ¢ 

Mr. Beckworrn. You come forward and make whatever statement 
you care to make. 

Mr. Warp. My name is Ray Ward. I am with the Administrative 
Management Division in the Bureau of the Budget. 

I might say, Mr. Chairman and members of the committee, that the 
interest of the Bureau in this and a great many related subjects is of 
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a general nature. In other words, we have been trying for several 
years in the Bureau, working with the Hoover Commission and the 
Expenditures Committees in both Houses, to try to create over-all 
agencies that can handle some of these complex problems. 

In this particular case through a period of years the General Serv- 
ices Administration has been created. Its primary job is to try to 
bring about economy and efficiency throughout the Government in the 
property-management field. In that field of course you run into the 
procurement of paper as well as several million other items. 

I am sure that you are familiar with the great procurement pro- 
grams of the Military Establishment. All the other agencies in the 
civilian branch of the Government buy products that are also used by 
the military. So in order to get some coordination, it is really neces- 
sary to have a central agency that can pull these requirements to- 
gether and to try to do a planned and economical job for the whole 
Government. 

The General Services Administration was created on the Ist of 
July 1949, so it really is not in a position or has not been in a position 
to do many of the things that are contempated by Pubic Law 152 
that set it up. 

Right now, with the annual budget running into $70 billion or $80 
billion, and most of that going for equipment and supplies, it is neces- 
sary that the requirements for all different items, whether it is paper 
or automobiles or coffee or pepper, whatever it might be, be brought 
together so the total requirements will be known and there can be 
scheduled production. 

1 might say parenthetically that I have been working on a consult- 
ant basis with the House Expenditures Committee and they within the 
last 2 or 3 days approved a rather voluminous and important report 
that the Bonner subcommittee got out with respect to military supply. 
Some of the facets of that report deal with the same general subjext 
matter that you gentlemen have been talking about, particularly in 
the commercial-type enterprises. 

Various establishments are, for instance, engaged in coffee roasting, 
buying coffee by the millions of pounds, where perhaps manpower 
and space and money could be saved if that were done commercially. 

The same type of investigation in my personal opinion could be 
done in the field of printing and binding generally. Two or three 
years ago when the Hoover Commission was studying supply man- 
agement, the task force thought it would be desirable to make a de- 
tailed study of the field of printing and binding and all the related 
aspects, the procurement of paper, and so on. They did not have 
time to get into that field but did recommend that it be done in the 
future. The President recently has asked the General Services Ad- 
ministration to make a detailed study of this same field that we are 
talking about this morning. There will be a report made shortly and 
perhaps some recommendations for legislation in the field because 
there are a great many agencies that are buying paper in big quanti- 
tes. 

There is some competition among the agencies in the same markets, 
in my opinion, and the matter has not been completely studied. The 
Government Printing Office, of course, is the largest buyer, but the 
Military Establishment buys tremendous quantities, and some of the 
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other agencies, but that all comes from the same source and the total 
requirements of all of them should be brought together. 

1 might say further that after World War II the agency known as 
the Central Administrative Service Agency for the different war 
agencies had on hand 12 or 15 different printing plants in the field, 
and there was a question of what to do with those printing plants. 
They were using paper and were doing work for the different agencies 
in the field. Quite a lot of work was done at that time with the 
Government Printing Office and with the Federal Supply Service 
which at that time was in the Treasury Department, to see what 
should be done with those plants. Eventually they were transferred 
to the Government Printing Office and, as the gentleman testified a 
few moments before, they still have five of them in the field. 

We were unsuccessful at that time in trying to reach an agreement 
between the Government Printing Office and the Federal Supply 
Service on such matters as procurement of paper and other related 
items that go into the printing and binding process generally. Both 
agencies concluded there was overlapping in their legislative responsi- 
bility and that the legislation should be clarified at some time. I am 
hoping that the current study that I mentioned will clarify that and 
the matter will be presented to the proper committees in the Congress 
to go into the matter very thoroughly because it is a matter of tre- 
mendous importance, 

Mr. Douutver. Where does that overlap occur ? 

Mr. Warp. Congressman, in the District of Columbia the Govern- 
ment Printing Office furnishes paper and other items that go into the 
printing and binding process. That includes ink and various other 
items that are ommmniiy supply items. The Federal Supply Service 
deals in that type of items also. In the field Federal Supply Service 
buys paper which they furnish to the various Government agencies. 
That is principally mimeograph and other paper. There is quite an 
area where the legislation should be clarified. 

Now getting down to specific conservation matters that I know you 
gentlemen are interested in, an ordinary Government agency, we will 
say, like the Foreign Service, the Park Service, or an agency of that 
type, will probably use about a thousand different forms in their work. 
It has been our experience that about 10 percent of the forms they use 
are standard forms, standard payroll forms, voucher forms, travel 
forms, and soon. The remainder are strictly bureau forms. So, if you 
have a hundred agencies in the Government, it is easy to assume there 
are something like 100,000 different forms in use. So there is a tre- 
mendous program of standardization that needs to be done. 

The law setting up the General Services Administration calls upon 
them to do standardization in certain areas, for instance, on procure- 
ment forms and the forms dealing with supply management generally. 
They are working toward standardization of that type of form, and 
to the extent that they are successful in that there will be elimination 
of duplications, it will save on stock, it will save on shipping, it will 
save on space, manpower, and all the other things that go into it. 

We have been working with them on that type of program in the 
Bureau of the Budget and the Expenditures Committees have been 
urging them to do more work along that line. Also, they have re- 
sponsibility to standardize and make Federal specifications for items 
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that are used rather generally in the Government. That program 
has not been pursued as vigorously as it might have been, but the 
agency is new and I think they will do a great deal more work in that 
field in the future. Where the Government is buying something like 
314 million items, you can see what it means to reduce the number 
down to say 2 million items and duplications are eliminated. That 
goes in the printing and binding field as well as in other fields. 

Now Mr. Vanderwende, who works in the same office as I do, has 
recently gotten out a bulletin calling upon the different agencies to 
develop programs for the conservation of paper. Reports are just 
coming in to the Bureau now from the various agencies as to what they 
are doing in the conservation of paper. 

Mr. Wotverton. Is that report available to the committee ? 

Mr. Warp. It will be, Mr. Wolverton. As I say, the reports are just 
now coming in from the respective agencies. A copy of the bulletin 
that we sent out is available, if you want that. 

Mr. Wotrverton. That is what I have in mind. 

Mr. Warp. Yes; we will make that available. 

Mr. Wotverron. If there is no objection, it will be made a part of 


the record. 
(The bulletin referred to follows :) 
EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., April 19, 1951. 
Circular No. A-45 
To: The heads of executive departments and establishments. 
Subject: Paper conservation. 

1. Purpose.—This circular is promulgated to promote the conservation of 
paper and paper products in the operations of each department and establish- 
ment. The General Services Administration, in its issuance of regulations re- 
quiring the establishment of inventory levels and replacement standards (Per- 
sonal Property Management Regulation No. 2, August 24, 1950), listed paper as 
one of the strategie and critical materials and provided for the submission of 
certain reports of operations to conserve critical materials. Since paper is a 
critical item, its conservation is important. This circular, therefore, requests 
each Federal department and establishment to examine its provisions for paper 
control and to strengthen these controls in order to effect a reduction in the use 
of paper and thereby also bring about increased efficiency and economy in agency 
operations, 

2. Action by departments and establishments.—Kach department and establish- 
ment should establish effective contro! of the procurement and use of paper and 
paper products. Attached to this circular is A Guide for Management of the 
Procurement, Use, and Salvage of Paper and Paper Products. This guide is 
designed for the use of agency heads in instituting improvements which will 
reduce paper use, 

3. Suggestions for placement of responsibility for cxercising controls.—To 
achieve better management of paper, it is necessary that adequate authority and 
responsibility be given to specific individuals or to a central service to permit 
prompt and efficient action. It is recommended that such authority be given to 
an individual or to a central unit within the agency to cover all aspects of the 
paper program. In some agencies, however, it may be necessary or desirable to 
delegate this authority along other organizational lines. Those designated 
should have the unqualified support of the head of the agency. 

4. Reporting—Each agency will report to the Bureau of the Budget on or be- 
fore June 15, 1951, what actions have been taken to effectuate the paper eonser- 
vation measures as outlined in this circular and accompanying guide. This 
report, which will cover the period from January 1, 1951, to June 1, 1951, will be 
submitted to the Bureau in duplicate. In addition, each agency will be prepared 
to discuss with staff members of the Bureau of the Budget or the General Services 
Administration the methods used and achievements obtained in the effort to 
conserve paper. 


FrReDERICK J. Lawton, Director. 
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SUMMARY 


This guide is designed to assist the departments and establishments in 
developing and appraising measures for conserving paper. 

art I of the guide, dealing with procurement, stocking, and use of 
paper, sets forth information pertinent to the use of paper by Govern- 
ment agencies as well as suggested measures for controlling its use. This 
section describes brietly conservation methods for each of these major 
types of paper use: (a) Publications and issuances; (b) forms; and 
(c) stationery and other paper supplies. It also sets forth suggestions 
on the purchase and control of buik and blank paper and on the main- 
tenance of mailing lists. 

Part Il of the guide is concerned with paper-salvage measures. It 
lists principal paper items subject to salvage—-such as shipping contain- 
ers, waste paper, and excess publications and records—and, for each, 
points out methods of salvage und disposal. This part of the guide also 
identifies laws and regulations governing the disposal of Government 
records as waste paper. 


Parr I. PROCUREMENT, STOCKING, AND Use OF PAPER 
4. CONTROL OF CONTENT, SPECIFICATION, QUANTITY, AND DISTRIBUTION OF ISSUANCES 


The term “issuances” as used herein includes: Single issues (in a subject- 
matter series or not) of books, pamphiets, leaflets, bulletins, newsletters, folders, 
throwaways, broadsides, newspapers, periodicals, magazines, journals, studies, 
reports, statistical abstracts und summaries, technical papers, manuals, hand- 
books, instructions, procedures, envelop stuffers, news releases, ete., or reprints 
of same—regardless of the method of reproduction. 

All issuances, whether administrative or informational, should be thoroughly 
reviewed either before or after their reproduction, preferably before. Major 
publications should always be reviewed prior to publication. Where review 
is subsequent to issuance, the originating officer should be advised of economies 
possible in future publications. 

Following are some of the points which should be adhered to in controlling 
issuances : 

1.Review each issuance as to necessity for its present or continued publication. 

2. Review the number of copies requested to be reproduced and determine 
proper quantity based on minimum needs. 

3. Examine carefully all material to determine that the lightest weight of a 
minimum acceptable grade of paper, proper style of binding, and correct color 
of ink is used consistent with the end use of the publication. 

4. Discourage bleed illustrations, eliminate blank papers, design format with 
the object of conserving paper, and effect other economies wherever possible. 

5. Check the trim size of all issuances to see that it conforms to standard 
sizes as recommended by the Government Printing Office. Use the Government 
Printing Office style pages as prepared by the Director of Typography and 
Design and keep all publications within the four recommended sizes (914'’ x 
11% °’, 5%%"’’ x 9K’, TH’ x 101%4"’, or 5144"" x T5G’’). 

6. Arrange so that material worthy of publication is given the widest dis- 
seminntion to the interested public at the least possible expense to the Govy- 
ernment. Distribution to depository libraries is made by the Superintendent 
of Documents on publications printed by the Government Printing Office and by 
special arrangements for publications printed outside the Government Printing 
Office. When publications are issued, they are brought to the attention of 
libraries and other interested persons through a monthly catalog issued by 
the Superintendent of Documents and by printed catalog cards issued by the 
Library of Congress. Printing by or through the Government Printing Office 
transfers sales responsibility to the Superintendent of Documents and should 
eliminate or reduce free distribution. Depository distribution and sales of 
publications by the Superintendent of Documents is at no cost to the issuing 
agency. 

7. Restrict official distribution of reports, publications, and informational ma- 
terial to a minimum number of copies, and limit free distribution to those types 
of documents required by law or necessary for official distribution. All addi- 
tional copies of reports, publications, and informational material not falling 
within the above category should be distributed on a sales basis. In order to 
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eliminate wasteful distribution of reports, publications, and informational ma 
terial, the following principles and procedures should be observed : 

(a) All official distribution of reports, publications, and informational ma 
terials should be limited to that which is necessary as a means of enabling 
the agency to perform the functions with which it is charged by law and 
held to the absolute minimum, consistent with prudent administrative man- 
agement. 

(6) The following classes of material and copies should be kept to an absolute 
minimum for official distribution: 

(1) Official letter correspondence. 

(2) Material concerning the sale of Government securities, and the 
collection of Federal taxes. 

(83) Lists of publications, including lists of publications and documents 
for sale by the Superintendent of Documents. 

(4) Specific publications or classes of publications required by law or 
whose distribution is governed by law. Agencies should advise the Bureau 
of the Budget of such publications as required by law or governed by law 
that could, without impairment to the public or to the Government, be 
eliminated and cite the law presently requiring such publication. 

(c) Material in classes not listed under (6b) above should be given official 
distribution only when determined to be strictly essential to: 

(1) Officers and employees of the issuing agency who are directly con- 
cerned. (This should not be construed as meaning all employees of the 
issuing agency. Occassionally such broad distribution may be necessary, but 
usually a highly selective distribution to employees who must use such 
matter in carrying out their official duties in a specific activity will suffice.) 

(2) Officers and employees of other Federal, State, and local governmental! 
agencies concerned. 

(3) Official collaborators and cooperators as determined by the head of 
the issuing agency. 

(4) Private individuals and concerns directly affected by the contents 
of the specific informative matter when necessary to the public business 
(such as those directly affected by specific provisions of a trade agreement; 
farmers who are eligible to vote in a marketing-quota referendum; Indians 
who are eligible for credit under the Wheeler-Howard Act; owners of land 
which is within a Federal irrigation project ; citizens whose permission must 
be obtained by the Coast and Geodetic Survey for the construction of survey 
markers and towers; those affected by the enforcement of the Food and 
Drugs Act; or persons with whom the Public Health Service must make con- 
tact in suppressing contagious diseases. These specific examples have in 
common that the Congress has declared that the particular activities are 
operating in the public interest and that their objectives can be achieved 
only with the intelligent cooperation of individuals, groups, or concerns). 

(5) Designated depositories and other appropriate libraries. 

(6) Selected educational and scientific institutions. 

(7) The press, including newspapers, trade journals, technical journals, 
and other nongovernmental periodical publications. 

(8S) Radio broadcasting stations and networks. 

(9) Correspondents, in instances where response by letter to inquiries may 
be simplified by supplying published matter to supplement the information 
provided in a letter. 

(d.) All reports, publications, and informational material not falling within 
official distribution, as defined in (a), (%), and (c) above, should be distributed 
on a sales basis. 

(e.) Information developed through research and investigations should be 
made available, whenever feasible, to nongovernmental publications, especially 
to technical journals, to avoid the expense of printing and distributing as Gov- 
ernment publications. 

(f.) Official distribution of research publications should usually not exceed 
3,500 copies, never more than 5,000 copies unless otherwise specified by law. 

(g.) Any agency having publications in excess of its requirements for official 
distribution should transfer, after agreement, and without charge, such excess 
stock to the sales account of the Superintendent of Documents. 

8. Reduce printing costs and excessive use of paper in the agency issuance of 
regulations, proclamations and Executive orders of general interest and ap 
plicability by making use of reprints of the Federal Register on 8 x 101% inch 
paper. Bureau of the Budget Circular No. A-12, Effectuation and Distribution 
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of Executive Orders, Proclamations, and Regulations, dated November 7, 1946. 
describes how this may be accomplished. 

9. Use both sides of the paper for all publications and other printed or offset 
documents. 


B. ELIMINATION, REDUCTION, SIMPLICATION, AND STANDARDIZATION OF FORMS 
AND BLANK BOOK WORK 


Forms represent a major portion of Government printing. Great savings in 
paper, Manpower, and machine hours can be made in the proper planning of 
forms. 

Following are some of the points which should be adhered to in controlling 
forms: 

1. Examine the methods or systems in effect for initiating a new form or re- 
vising an existing form to assure that duplication and unnecessary forms are not 
brought into being. 

2. Establish a basis for determining the quantities to be printed to eliminate 
excess printing. This should include consideration of the probability of re- 
visions which would make existing stocks obsolete. (See par. B-6.) 

3. Review the procedures and requirements for multiple copy forms to deter- 
mine that all copies are necessary. 

4. Check forms in use to determine whether they are still necessary. 

5. Review procedures to examine the need for the form, the possibility of con- 
solidating the form with other forms, or the revision of the format in order to 
reduce the paper requirements. 

6. Avoid minor revisions when large stocks are on hand. Revision in forms 
should be instituted when definite improvement in reporting techniques, savings 
in clerical preparation, or interpretation, or reduction in paper use can be justi- 
fied. With proper control of quantities of forms, obsolescence as a result of 
elimination or revision should be relatively insignificant. 

7. Make certain that proper approval is secured on forms coming within the 
purview of Bureau of the Budget Circular No. A-40, Clearance of Plans and 
Report Forms Under the Federal Reports Act (5 U. 8. C. 139¢). 

The following regulations and guides are in effect and pertinent to the control 
of forms: 

Bureau of the Budget Circular No. A-12, Effectuation and Distribution of 
Executive Orders, Proclamations, and Regulations, dated November 7, 1946. 

Bureau of the Budget Circular No, A-17, Clearance of Standard Forms, dated 
April 25, 1947. 

Bureau of the Budget Circular No. A-22, Clearance of Optional Forms, dated 
April 25, 1947. ® 

sureau of the Budget Circular No. A440, Clearance of Plans and Report Forms 
Under the Federal Reports Act, dated October 25, 1948. 

Bureau of the Budget issuance, Standards for the Design of Report Forms, 
dated August 1945. 

Bureau of the Budget Management Bulletin on Forms Control, dated June 
1948, 

C. PURCHASE, CONTROL, READJUSTMENT, AND DISTRIBUTION OF INVENTORIES OF BULK 
AND BLANK PAPER 


Inventory control is essential to any adequate control of paper as well as other 
items of supply. The following steps should be applied : 

1. Determine what quantities of the several types of paper are on hand and on 
order, by location. 

2. Determine what quantities represent the over-all need (including sufficient 
warehouse stock to cover time required to replace). Stockpiling is not a paper 
conservation measure. 

3. Determine what quantities are in excess (1 minus 2). 

4. Determine what action is to be taken with respect to excess stocks, either by : 

(a) Canceling or reducing outstanding replenishment orders for paper, or 

(b) Redistribution : 

(1) Within the agency. 
(2) Disposition in accordance with General Services Personal Property 
Regulation No. 3, dated August 25, 1950. 

The General Services Administration under the Federal Property and Adminis- 
trative Services Act of 1949 (41 U. S. C. 231) has the responsibility for personal 
property procurement, availability, warehousing, and distribution and will assist 
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field agencies to meet paper requirements. The Government Printing Office will 
make every effort to meet paper requirements for printing requisitions submitted 
to them and for paper requirements in Washington. 

The review and approval of all requisitions for printing paper and paper prod- 
ucts should be an integral part of the complete paper program of an agency. 
Paper is such a common item that in some cases it has been omitted from the 
regular inventory records. Only infrequently are paper requirements of an 
agency based on sound records of past use and present inventories which have 
been correlated with plans for their use. When this correlation exists, it may 
be possible not only to prevent the ordering of items of which sufficient quantities 
are on hand, but also to standardize on the items carried in stock and to order 
reduced weight and grade paper when the substitution can be made without 
detriment to the end use. 


D. CONTROL OF MISCELLANEOUS PAPER ITEMS SUCH AS ENVELOPES (PENALTY AND NON- 
PENALTY), LETTERHEADS, FILE FOLDERS, PAPER TOWELS, PAPER CUPS, ETC. 


The development of economical practices in the control of the other uses and 
kinds of paper such as envelopes, letterheads, file folders, paper towels, paper 
cups, guide cards, fillers, posters, wrapping paper, etec., is also an important 
paper conservation necessity. Good management should promote good house- 
keeping methods and good housekeeping methods are an important element of 
conservation. Bureau of the Budget Circular No. A-33, dated May 26, 1949, 
establishes certain specific regulations with respect to letterheads, continuation 
sheets, manifold (tissue) sheets, memorandum forms and envelopes. The re- 
quirements contained in Circular No. A-33 should be reviewed in this connection. 

Practices and procedures should be developed in each agency to restrict the 
use of penalty envelopes to only these transmittals to be handled by the Post 
Office Department, and return addressed envelopes shouid be used only when it 
is in the interest of the Government to obtain essential information. Suggested 
procedures include: 

1. Use Standard Form 65, United States Government messenger envelope, 
both in Washington and in field offices when the message is not to be transmitted 
by mail. 

2. Consolidate multiple daily mailings to the same address to the greatest 
possible extent. 

3. Review other suggestions in Bureau of the Budget Circular No. A-33, espe 
cially that pertaining to the use of the smallest size envelopes consistent with 
the material to be enclosed. 


E. MAINTENANCE OF MAILING LISTS 


A review of returned mail should indicate the extent of obsolescence of mail- 
ing lists. To the extent consistent with paragraph A-—6, continuous efforts 
should be made to reduce rather than expand mailing lists. The act of June 25, 
1948 (39 U. S. C. 321n) prohibits, with certain exceptions, executive departments 
and independent offices from sending any publication through the mail, free of 
postage, unless a request therefore has been previously received by the depart- 
ment or establishment, or the transmission is required by law, or is necessary to 
inform the recipient thereof of the adoption, amendment, or interpretation of a 
statute, rule, regulation, or order to which he is subject. A certification to this 
effect is required to be submitted to the Postmaster General quarterly from the 
head of the agency. There are certain exceptions to this law as, for example, 
those pertaining to agricultural documents, lists of publications for sale by the 
Superintendent of Documents, announcements of sale of certain documents by 
the Federal Power Commission and transmission of publications to educational 
institutions, public libraries, or Federal, State, or other public authorities. 

Conservation of paper is essentially a matter of good management and involves 
the improvement of procedures and of employee education. The encouragement 
of employee suggestions as a means of promoting conservation and other man- 
agement improvement practices should be fostered. Many productive ideas can 
be secured from employees in this manner. 
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Part II. Paper SALVAGE MEASURES 
A. REUSE OF CONTAINERS 


The manufacture of paper board from which paper containers are made re- 
quires approximately one-half of the total supply of the raw materials used for 
paper making. It is imperative that action be taken by each agency to insure 
the proper handling, reuse, and disposal of all available containers. Specific 
suggestions are: 

1. Use care in opening: 

(a) Corrugated and solid fiber containers.—If sealed, break seal on flaps 
by sliding a wooden paddle back and forth, not up and down, underneath flaps. 
This does not damage containers. Collapse box, tie in bundles. If gum-taped, 
cut tape, collapse box, and tie in bundles. 

(b) Set-up paper boxres.—Carefully collapse bodies and covers by cutting the 
four corner stays. Pack flat in used corrugated containers. Corners can be 
retaped and the boxes used again. 

(c) Paper bags.—Never slash or cut tops off sewn bags; pull stitch to open. 

2. Keep containers dry and free from dirt, tears, and rips. 

3. Lift bags—do not drag them. 

4. Reuse containers: 

(a) For outgoing shipments from the agency. 

(b) For handling of materials within the agency. 

5. Arrange for disposition of containers. Arrange with appropriate General 
Services Administration regional office for disposition of excess containers along 
following lines: 

(a) Where Federal Supply Service direct deliveries of supplies are made, 
excess containers should be returned at that time. 

(b) Upon advice of General Services Administration regional office, make 
excess containers available to other agencies in immediate adjacent areas that 
may require their use. 

(ec) Upon advice of the General Services Administration regional office, dis- 
pose of excess containers as waste paper. In those locations when handling 
and transportation charges would be excessive in relation to rense salvage, and 
volume is not sufficient to warrant sale as waste paper, dispose in same manner 
as other refuse. 

BR. SALVAGE OF WASTE PAPER 


Salvageable waste paper is one of the principle raw materials needed in the 
manufacture of paper and paper products and the chief substitute for pulp 
wood. Unsalvageable waste paper includes such items as cups, waxed and 
greased paper, and most paper which has been contaminated with other refuse 
or chemically impregnated so as to render it useless for recovery. 

The salvage of waste paper will: ° 

1. Release space, equipment, and manpower that can be used for other pur- 
poses. 

2. Convert a dormant investment into a cash recovery by the Treasury. 

8. Aid in relieving the over-all paper shortage. 

Records, as defined in the act of July 7, 1948 (44 U.S. C. 366), may not be 
disposed of except in accordance with the requirements of that law and the 
regulations of the National Archives Service of the General Services Adminis- 
tration. (See manual on Disposition of Federal Records, National Archives 
publication No. 50-8.) This manual further prescribes the methods of disposal 
of records as follows: 

1. Sell as waste paper. If necessary, the records must first be macerated or 
otherwise treated to destroy their record content, or the contract for sale must 
include a clause prohibiting their resale as records or documents. 

2. Destroy by burning or otherwise. If the records cannot be sold to ad- 
vantage or if the agency believes it necessary in order to prevent the disclosure of 
information preindicial to the interests of the United States or of individuals, 
they may he destroyed by burning. 
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All other papers and those salvaged above, should be sold as waste paper wher- 
ever practicable, or otherwise disposed of as follows: 

1. In Washington: 

(a) By authorizing the Superintendent of Documents to dispose of material 
held by him for the agency, or held by the agency. 

(b) By direct sale under General Services Administration waste-paper 
contracts. 

2. In the field: 

(a) By sale under General Services Administration contract. If no such con- 
tract is available, by sale on a bid basis under agency procedures when quanti- 
ties warrant. 

(b) By donation to local publie institutions or municipal salvage commit- 
tees when quantities do not warrant sale, or «re in isolated locations. Otherwise 
day by day accumulations should be disposed of through the janitor service 
or regular building disposal system in which event an attempt should be made 
to determine that the waste paper is salvaged and not destroyed by burning. 

Retention of accumulations of waste paper should be avoided to prevent fire 
hazards. Compliance with fire rules and regulations must be observed. 

For the duration of the present critical paper shortage. many problems will 
no doubt arise in connection with the salvage of paper in isolated areas. Like- 
wise, because of the manpower shortage and expense of sorting, some waste 
paper dealers may decline accumulations of certain grades of paper. Unless 
(in the first case) the quantities are very small, or (in the second case) the 
paper refused is so contaminated as to render it useless for recovery, all in- 
stances of this kind should be referred to the appropriate regional office of the 
General Services Administration. 


C. SALVAGE OF SURPLUS PUBLICATIONS 


Considerable progress has been made in the disposition of obsolete and infre- 
quently called-for publications held by the Superintendent of Documents. Agen- 
cies should increase their assistance to the Superintendent of Documents in 
authorizing the disposition of obsolete publications and those publications which 
have little or no demand that are currently being held by the Government Print- 
ing Office. 

Each agency should perodically review printed publications, posters, records 
files, documents, etc., on hand and promptly dispose of unnecessary items in 
accordance with existing laws and regulations. Agencies should issue ade- 
quate instructions and provide sufficient follow-up to assure themselves that 
everything possible to reduce the use of paper, to eliminate excess copies, and 
to dispose of waste paper that comes under the category of salvageable waste 
paper is being done and that adequate recovery both in Washington and in the 
field is made from such salvage. 


D. REGULATIONS PERTAINING TO THE DISPOSAL OF RECORDS AS WASTE PAPER 


Listed below are the most important laws and regulations, together with 
interpretations and explanations, relative to disposal of records, documents, and 
waste paper. 

1. It is provided in the act of January 12, 1895 (44 U. S. C. 78) that: “All 
public documents accumulating in the several executive departments, bureaus, 
and offices not needed for official use shall be annually turned over to the Super- 
intendent of Documents for distribution or sale.” 

2. The Joint Committee on Printing has defined “documents” as follows: “The 
term ‘document’ shall be construed as applying to forms and publications, such as 
pamphlets and books, and to such publications as are expressly designated tu be 
documents, of which there is a free public distribution.” 

3. The Act of July 7, 1945 (44 U. 8. C. 366), defines the word “records” and 
then further states that: 

“Library and museum material made or acquired and preserved solely for 
reference or exhibition purposes, extra copies of documents preserved only for 
convenience of reference, and stocks of publications and of processed docu- 
ments are not included within the definition of the word “records’’ as used in 
this act. 

4. The Vederal Records Act of 1950 (41 U. 8S. C. 281-290) provides for the 
records management of Federal agencies and for archival administration. The 
National Archives Service of the General Services Administration has respon- 
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sibility in the two above areas and attention is directed to this Service for advice 
and assistance on records and archival problems and their relation to disposal 
of documents. 

Mr. Warp. It is necessary for the individual agencies to take pri- 
mary responsibility for economy and efficiency in their departments. 
Someone asked that question awhile ago about who within an agency 
should be responsible. The Secretary of the Department is responsible 
for the conduct of that Department. That concept has been greatly 
strengthened by the work of the Hoover Commission and we feel that 
they should pick up items of that kind and see that they have a strong 
and vigorous program for standardization of forms, elimination of 
unnecessary forms, for buying only what is needed, for making proper 
use of what is bought, and all the other economy measures. The Sec- 
retary should see that the bureau heads carry out similar programs 
within their respective bureaus. 

It is very difficult for any over-all control agency, whether it is the 
Government Printing Office or the Bureau of the Budget or the Gen- 
eral Services Administration to get into the operations of an agency 
to the point where they tell them they cannot do this or they cannot 
do that, because the head of an agency is responsible for carrying out 
the program that Congress laid down in the basic legislation for that 
bureau and you cannot divide that responsibility by letting everyone 
tell them just how they should run the bureau. But agencies such as 
the General Services Administration, that have authority to go into 
any agencies of the Government and make surveys-as to what use is 
being made of property and what property is being bought, whether 
they have replacement standards and standards for procurement, that 
kind of agency can make surveys and can report to the Congress—in 
fact, they are supposed to under the law—on matters that they find 
need correction. 

I believe that is all I have in the way of a general statement. Mr. 
Vanderwende is prepared to go into detail on this bulletin and other 
specific conservation matters that the Bureau of the Budget has done 
in recent years, if you care to have him do that. 

Mr. Dotiver. I would like to hear from Mr. Vanderwende, Mr. 
Chairman. 

Mr. Wotverton. You may proceed, 

Mr. Vanverwenpe. In the interest of conservation and better prac- 
tices in the areas where paper would be of large use, the Bureau of 
the Budget over a period of years has issued documents of one kind 
or another informative to or mandatory on agencies as to ways in 
which they could accomplish some of these objectives. I have here 
some of the types of bulletins and circulars that we have issued which 
puts the responsibility on the head of the agency, as Mr. Ward said, 
the department head or his designated officials, to carry out some of 
these programs. By so doing they naturally will result in economies 
along the line. 

Where we make economies of course we hear very little abont it. 
Where we make mistakes we get in the paper. We might read of one 
case in the paper but we do not read of the other hundred cases where 
some of these basic good management principles have been applied. 
So we take those in stride. 

We have put out a Bureau circular, Cireular No. A-8, Govern- 
ment Periodicals, which requires certain types of periodicals issued 
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by the Government agencies to have Bureau approval. Request is 
made each year. Approval is given for the number of pages, the 
amount of money they can spend on it, and the agency must justify 
that type of publication. This is the type of publication that comes 
out at pariedse intervals and usually has the number and volume in 
the corner. That circular was issued back in 1943 and revised in 
1950, 

We have another circular, A-12, which discusses the “Effectuation 
and Distribution of Executive Orders, Proclamations, and Regula- 
tions.” It attempts to tell the agencies how they can save money by 
having reprints of the documents as they are published in the Federal 
Register, which is a great saving in money. This arrangement was 
worked out in conjunction with the Government Printing Office. 

We had another circular that was issued in regard to “Publications 
and Informational Data.” It was rescinded because certain parts 
of it were no longer effective, but in the rescision the agencies were 
‘autioned and warned they must make a continuing effort to reduce 
the publications and amount of printing material they put out. 

We have another circular A-17, in which we established the pro- 
cedure for standardizing forms throughout the Government. In 
the past few years we have standardized something over 100 forms. 
In many eases we do not reduce the number of forms used. We do 
of course reduce the cost of printing the forms where you only print 
one form instead of printing 100. 

Mr. Douuiver. Will you give us an example of some of that stand- 
ardization ? 

Mr. Vanperwenpve. The Government Printing Office publishes a 
catalog of all standard forms. There are two series in that group. 
One series is put out by the Bureau of the Budget and the other 
series is put out by the General Accounting Office. Those forms 
when they become standard forms are mandatory for use. By such 
standardization we are able to check some of the employee require- 
ments, the procedures, and so forth, and develop work standards and 
work simplification procedures as a result of every agency using the 
same form. Form standardization is provided for in our Circular 
No. A-17 which has been in existence for some time. 

These circulars all tend toward the reduction of the use of paper 
and better management. The circular A-20, Regulations Govern- 
ing the Procuring of Printing, Binding, and Blank Book Work, 
was issued at the request of Senator Hayden. This circular does 
nothing more than the reiteration of what is in the basic printing 
law. It is another way of reminding many of the people down the 
line in the organization who would see the Bureau circular and may 
not see the law. It only recites certain items in the law calling them 
again to the attention of the heads of the agencies and their re- 
spective employees as to what they would be doing. 

We have another circular, A-24, Standardization of Medical Ex- 
amination Forms. We have standardized certain medical examina- 
tion forms which has been a very big step forward in the standardiza- 
tion of some of the medical practices among the agencies. There can 
be an exchange of doctors between agencies and the doctors would not 
have to learn a whole new system of forms all over again. This has 
helped in the integrating of many of the activities in the medical 
group. We have also standardized the clinical record forms, Cir- 
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cular 32, This is probably the largest single group of forms printed 
by the Government Printing Office. They run into the billions. They 
are used in all hospital operations and medical facilities. Here again 
it makes it possible to have standardization in medical operations so 
they can transfer employees from one operation to another without 
having to go through the learning of new procedures, new forms, 
and new methods. 

We have another circular which has been in existence for a good 
many years, and it is still very active and followed very closely. It is 
our Circular No, A-33, Standards of Utilization: Letterheads, Man- 
ifold (Tissue) Sheets, Memorandum Forms, and Envelopes, in which 
we have standardized the size of stationery, specifying what kind of 
printing can be on it. We have standardized certain envelopes and 
told what kind of printing can be on them. We have standardized 
memorandum forms which are used throughout the Government, and 
also the intermessenger envelope. 

The intermessenger envelope is very interesting in that several 
years ago, working with the Government Printing Office in connec- 
tion with the specifications, we revised it and provided a button-and- 
string fastener on it. The envelope costs slightly more than the 
previous envelope we were using, but we have now found that instead 
of getting three to five uses, we get 10 to 15 uses out of the same 
envelope. 

We have effected some economies in this area and the agencies are 
all required to stay within the framework of that particular circular 
for their stationery. 

Then we have one of our most important circulars, which is Cir- 
cular No. A-40. It was formerly Regulation A and was promulgated 
on the basis of the Federal Reports Act under which the Bureau of 
the Budget is required to review Government plans and all forms for 
collecting information from the public. The Statistical Standards 
Division is responsible for that program. We know and have facts to 
prove that they have eliminated probably as many forms as they have 
allowed in the collection of data from the public, the making of forms 
more acceptable for answering, and eliminating duplication of re- 
porting, so that two or more different agencies of the Government 
will not be going to the same group of people for the same type of 
information. They have been recently strengthened in that pro- 
gram by an executive order from the President. 

On top of those circulars the Bureau of the Budget has issued cer- 
tain types of bulletins as guides to agencies on better management, one 
of which is Simplifying Procedures Through Forms Control, which 
‘ells how agencies can get their forms under control, reduce the num- 
ber of forms, and reduce the complexity of forms. That has been 
followed by many agencies which have pretty active programs. 
Many agencies have done nothing about it. 

We also have a bulletin Appraisal and Control of Duplicating 
Services. It sets up a guide by which agencies can get control and 
inaintain the proper type of records in their duplicating operations to 
ee that they are getting the most efficiency and economy out of their 
operations. 

Mr. Wotverron. Before you proceed on another matter, I assume 
t would be appropriate to have these separate circulars made a part 
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of the record. If there is no objection, they will be made a part of th 


record, 
(The circulars referred to are as follows :) 
Circular No. A-40 
(Formerly Regulation A) 
EXECUTIVE OFFICE OF THE PRES DENY, 
BUREAU OF THE BUDGET, 
Washington 25, D. C.. October 25, 1948 


To: The heads of executive departments and establishments. 


Subject: Clearance of plans and report forms under the Federal! Reports Act. 


This circular replaces Regulation A (originally issued on February 13, 19438) 
with minor technical changes but no change in substance. It is promulgated 
under the authority of sections 3 (d), 5, and 6 of the Federal Reports Act of 
1942, in order to provide for the review and clearance of planus and report forms 
used by Federal agencies in the collection of information. 


DEFINITIONS AND EXPLANATIONS 


1. In this circular: 

(a) The term “act” shall mean the Federal Reports Act of 1942. Section 5 
of the act reads as follows: 

“No Federal agency shall conduct or sponsor the collection of information 
upon identical items, from ten or more persons (other than Federal employees 
considered as such) unless, in advance of adoption or revision of any plans or 
forms to be used in such collection 

“(a) The agency shall have submitted to the Director such plans or forms, 
together with copies of such pertinent regulations and other related mate 
rials as the Director shall specify ; and 

“¢b) The Director shall have stated that he does not disapprove the pro 
posed collection of information.” 

(b) The term “Federal agency” shall mean any executive department, com- 
mission, independent establishment, corporation owned or controlled by the 
United States, board, burean, division, service, office, authority, or adminis- 
tration in the executive branch of the Government: Provided, That it does not 
include the government of the District of Columbia or of any territory or posses 
sion of the United States, or any subdivision of such a government: the General 
Accounting Office; the Bureau of Internal Revenue, the Comptroller of the Cur- 
rency, the Bureau of the Public Debt, the Bureau of Accounts, or the Division 
of Foreign Funds Control of the Treasury Department: or any Federal bank 
supervisory agency to the extent that such agency obtains reports and informa id 
tion from banks as provided or authorized by law and in the proper perform pe 
ance of its supervisory functions. 7 

(c) The term “Director” shall mean the Director of the Bureau of the Bud 
get. The term “Assistant Director” shall mean the Assistant Director of the 
Bureau of the Budget in Charge of Statistical Standards or his designated 
representative. 

(d) The term “report form” shall mean or include any application form or 
other adminsstrative report form, questionnaire, telegraphic request, or other 
similar device for the collection of information. 

(e) The term “plan” shall mean or include: 

(1) Any general or specific requirement for the establishment or main 
tenance of records (including systems of accounts and systems of classill 
cation) which are to be used or be available for use in the collection of ait 
information. the 

(2) Any requirement or instruction affecting the content, preparation re 
return, or use of a plan or report form. ; 

(f) The term “requirement” shall be deemed to include a recommendation, 
order, regulation, or other directive, but shall not apply to a general directive 
(in an order or regulation) which imposes a general duty to maintain such re 
erds or submit such reports as may thereafter or otherwise be specifically pre- 
scribed by appropriate authority. Such general directives shall, however, state 
that specific recording or reporting requirements subsequently prescribed wil! 
be “subject to the approval of the Bureau of the Budget pursuant to the Feder! 

Reports Act of 1942." 
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(9) The term “information” shall mean facts or opinions obtained or made 
available by the use of a plan or report form. 

(hy) “Clearance” of a plan or report form shall mean and include (1) a de- 
termination that the information to be sought or provided thereby is reason 
bly needed by the Federal agency concerned, in the proper performance of its 
functions or otherwise, and (2) authorization to use the plan or report form in 
the collection or recording of such information in the manner proposed, or on 
such other conditions as the Assistant Director may prescribe, with an approval 
number, notation, or other appropriate device inscribed or endorsed thereon to 
indicate clearance, as herein prescribed. Such clearance shail constitute a dec- 
laration by the Direetor, in accordance with section 5 of the act, that he does 
not disapprove the collection of information in the manner proposed. A with- 
holding of clearance shall constitute among other things a determination in pur- 
suance of section 3 (d) of the act that the collection of information in the man- 
ner proposed is unnecessary. 

(i) The term “person” shall inean any individual, partnership, association, 
corporation, business trust, or legal representative, any organized group of per- 
sons, any State or Territorial government or branch thereof, any political sub- 
division of any State or Territory, or any branch of any such political sub- 
division, 

(j) The term “respondent” shall mean any person, or any agency, employee, or 
instrumentality of the Federal Government, from which information is obtained 
or requested on a plan or report form. 

(hk) Any plan or report form shall be deemed to be “used” by an ageney when 
its use is wholly or partly sponsored, controlled, or contracted for by the agency. 

(1) “Unnecessary duplication” shall be deemed to exist in the collection of 
information if the duplicating activities involve either identical information or 
information adequately similar for satisfactory use. 


CLEARANCE REQUIREMENTS 


2. (a) General.—No plan or report form (as herein limited or described) 
shall be used or prescribed by a Federal agency in the collection or recording of 
information without first obtaining clearance thereof from the Assistant Director 
and inscribing or endorsing thereon, to indicate such clearance, an approval num- 
ber, notation, or other appropriate device, as herein prescribed. Sections 2-4 
of this circular shall apply only to (1) plans and report forms which require or 
call for information of an identical nature (or the recording thereof) from 10 or 
more persons other than Federal employees considered as such, and (2) report 
forms which call for information of an identical nature from agencies, em- 
ployees, or instrumentalities of the Federal Government, which is to be used for 
statistical compilations of general public interest, including compilations showing 
the status or implementation of Federal activities and programs. 

(b) Report forms.—Clearance of a report form shall be evidenced or indi- 
cated by printing or inscribing on each copy so used, in the upper right-hand 
corner of the first page, an approval number assigned to it by the Assistant 
Hirector, in the folowing manner: 

(1) When no time limit is assigned to the use of the report form, the fol- 
lowing style shall be employed: 

Form Approved 
Budget Bureau No. 00-RO000 

(2) When a time limit is assigned to the use of the report form, the fol- 
lowing style shall be employed, unless the Assistant Director specifies 
otherwise : 

Budget Burean No. 00-RO000 
Approval expires (date) 

(¢) Plans.—Clearance of plans for use in the colleetion of recording of infor- 
mation shall be evidenced by printing or inscribing on each plan so used one of 
the following endorsements or such other device as may be required by the 
Assistant Director: 

(1) “The icioneie _. (record-keeping, reporting, or other require- 
ments) of this — me _. (regulation or the like) have been approved 
by the Bureau of the Budget in accordance with the Federal Reports Act 
of 1942.” 

0 ge: ene Ss (record-keeping, reporting, or other require 
ment) has been approved by the Bureau of the Budget in accordance with 
the Federal Reports Act of 1942.” 
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(d) Termination of clearance and use—No plan or report form subject to 
section 2 (a) shall be used after its expiration date without resubmittal and 
further clearance prior thereto. Moreover, clearance of any plan or report form 
subject to section 2 (a) may be withdrawn by the Assistant Director, in which 
event the use of the plan or report form shall be discontinued at that time. 

3. (a) Submittal for clearance.—In order to obtain review and clearance of a 
plan or report form, it shall be submitted to the Assistant Director in time to 
allow for adequate review and the adoption of any necessary alterations (includ- 
ing coordination or integration with other plans and report forms) without 
delaying the operating program to which the plan or report form relates. Such 
submittal shall be accompanied by Standard Form No. 83, appropriately filled 
out, and such other information as the Assistant Director shall require. Ordi- 
narily, the submittal will not need to be accompanied by a letter, as Standard 
Form No. 83 is itself a request for clearance. A copy of Standard Form No. 83 
is attached to this circular, and a supply of this form for agency use may be 
purchased from the Government Printing Office. 

(b) Other maiterial.—In addition to the foregoing, there shall be submitted 
for examination or clearance such other material pertaining to the collection, 
processing, tabulation, analysis, or publication of information as may from time 
be required by the Assistant Director. 

(c) Practical utility—To minimize the reporting burden on respondents, 
especially individuals and small-business enterprises, and to improve govern- 
mental efficiency, each Federal agency shall consider and determine, in connec- 
tion with each plan or report form submitted, whether the proposed plan or 
report form exceeds the limits of reasonable need or practical utility, either with 
respect to number of respondents, frequency of collection, number and difficulty 
of the items, or otherwise, and whether all of the items of information to be 
furnished or recorded are essential to the central purpose of such plan or report 
form. Clearance of plans and report forms submitted will be withheld whenever 
it appears to the Assistant Director that this requirement has not been met. 

4. (a) Revision.—Before a material revision or change shall be made in a plan 
or report form for which clearance is required, or in the use thereof, further 
clearance shall be obtained from the Bureau of the Budget in the manner pre- 
scribed in this circular, by submitting pertinent data or explanation in relation 
thereto on Standard Form No, 838. <A material revision or change in a plan 
or report form or the use thereof, necessitating further clearance, shall mean 
or include any significant revision in (1) the kind or amount of information 
sought, (2) the number or identity of respondents, or (3) the time or frequency 
of reporting. It shall also include a transfer of the duty or function of collect- 
ing, processing, or tabulating the information, either into, or out of, or within 
a Federal agency. 

(b) P.rtension of clearance.—If use of a plan or report form beyond a scheduled 
expiration date is desired, without material revision or change, the request for 
an extension of clearance shall be made on Standard Form No, 83, or by letter, 
or as otherwise determined by the Assistant Director. 


USE OF EXEMPT FORMS 


5. (a) Granting of eremptions.—Exemption from clearance may be granted 
by the Assistant Director with respect to affidavits, oaths, certifications, and 
other plans and report forms which do not call for information of substantia! 
volume or importance. 

(hb) Advisory review—Any form or reporting requirement for which clear 
ance is not required by this circular may be submitted to the Assistant Director 
for advisory review and, when desired, assignment of an approval number or 
other clearance device, as described in section 2, in order to facilitate the use 
thereof. This provision refers to: 
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(1) Plans and report forms used by an agency that is not subject to this 
circular, and those which are used in the collection (or recording) of in- 
formation from fewer than 10 persons or in other circumstances not covered 
by section 2 (a). 

(2) Forms and reporting requirements other than those herein defined as 
report forms and plans. 

(c) Notation on exempt forms.—In order otherwise to facilitate compliance 
with forms and reporting requirements for which clearance is not required by 
this circular and has not been obtained under the preceding paragraph, or with 
respect to which exemption may have been granted by the Assistant Director, and 
otherwise to minimize uncertainty and misunderstanding in connection with 
the use thereof, the following notation may be used thereon by the agency con- 
cerned, preferably in the upper right-hand corner of the first page: 


Approval of Budget Bureau not required 


(d) Termination of eremption.—The use of the foregoing notation shall be 
discontinued, and an approval number or other appropriate clearance device 
shall be required in its place, whenever it shall be determined by the Assistant 
Director (in the absence of an authoritative ruling to the contrary) that the 
plan, report form, or other request for data is within the purview of section 
2 (a) of this circular. 

MISCELLANEOUS 


6. Deviation from terms of clearance.—No deviation shall be made in the use 
of any plan or report form, or any clearance device, from the terms and condi- 
tions on which clearance shall have been granted hereunder. 

7. Notice of discontinuance.—Whenever the use of a plan or report form to 
which an approval number has been assigned is discontinued, except by expira- 
tion of a time limit fixed in pursuance of section 2 (b), the Assistant Director 
shall he notified by the responsible agency. 

8. Records and reports.—Each Federal agency shall afford the Assistant 
Director access to its records concerning the status and use of each plan or 
report form, and shall make such improvements in the records and such reports 
therefrom as the Assistant Director shall prescribe. 

9. (a) Determination of scope.—The determination of the Assistant Director 
as to whether any plan, report form, activity, or other matter is within the scope 
of the act or this circular shall be controlling. 

(hb) Wairers.—Any provision of this circular may be waived in writing by 
the Assistant Director. 

10. Delegation of Director's authority —The authority conferred by the act 
on the Director may be exercised by the Assistant Director to the extent neces- 
sary or appropriate for the performance of any function or duty prescribed by 
this cirenlar. 

11. General authority. —This circular shall not be deemed to limit or preclude 
exercise of the authority vested in the Bureau of the Budget by Executive Order 
8248, or otherwise, to plan and promote the improvement, development, and 
coordination of Federal and other statistical services. 

12. Relation to Cireular No. A-—2.—The provisions of Budget Circular No. 
A-2 shall not apply to the collection, processing, analysis, or publication of in- 
formation as herein defined. 

13. Plans and report forms already in use.—Plans and report forms which are 
in use on the date of this circular in conformity with regulation A shall be deemed 
to have been cleared under this circular. 

JAMES FE, Wess, Director. 
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BUREAU OF THE BUDGET, WASHINGTON 25, D.C. 
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wor MANDATORY? OPTIONAL’ 
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Circular No. A-33 (Revised) 
EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BubGeET, 
Washington, D. C., May 26, 1949. 
To: The heads of executive departments and establishments. 
Subject: Standards of utilization: Letterheads, manifold (tissue) sheets, mem- 
orandum forms, and envelopes. 

1. This revision of Circular No. A-33 replaces and rescinds Circular No, A-33, 
dated October 25, 1948. This circular continues in effect the standards estab- 
lished in previous circulars on the same subject with slight modifications result- 
ing from negotiations among the agencies. These modifications are reflected 
in the items covering— 

(a) Letterheads: Provides for an additional choice in grade and weight of 
paper. 

(b) Manifold sheets: Prohibits printing except as necessary for identification 
of copies going outside an agency. 

(c) Office memorandum forms: Provides for better grade of paper. 

(d) Envelopes: Restricts printing of borders, markings, and slogans on en- 
velopes. Discusses current improper practices in procurement, storage, and 
use of envelopes. 

(e) Messenger envelopes: Provides for button-and-string fasteners to dis- 
courage sealing and promote greater reuse of envelopes. 

2. Letterheads. 


7 A 


Sizes: Letterheads shall be 8 x 1014 inches, 8 x 7 inches, and & x 514 inches. 
No other sizes shall be used. The 8 x 514-inch size should be used to the greatest 
possible extent. Each size will be packaged loose, not less than 500 sheets to a 
package, 

Grade and weight substance: The quality of paper shall not exceed (1) 50- 
percent rag content bond, 32-pound substance weight; (2) 25-percent rag content 
bond, 40-pound substance weight; or (3) sulfite bond, 40-pound substance weight. 
(Weight is computed on the basis of pounds per 1,000 sheets, 17 x 22 inches.) 

Color: White shall be standard. 

Printing: Printing shall be in either black or blue ink. Style and format of 
letterhead shall be specified by the ordering agency. The same style and format 
shall be used for each size letterhead. The heading should be placed as near 
the top of the sheet as possible, with due consideration for appearance, in order 
to allow maximum typing space. 

The printing of the name of officers or officials may not be included except as 
provided in such regulations governing printing and binding as may be approved 
by the Joint Committee on Printing. The titles of offices or officers may be 
included when approved by the head or acting head of the agency. The address 
should be omitted in order to allow greatest distribution and prevent “frozen” 
stocks frequently caused by address changes, 

Stationery to be used by the President shall be made available as provided 
in 44 United States Code 211. 

Embossing or engraving is not permitted, except as authorized by the regu- 
lations of the Joint Committee on Printing, July 1, 1948 (p. 32, resolution of 
February 3, 1987). 

8. Continuation sheets. 

Size: Continuation sheets shall be 8 x 10% inches. No other size shall be 
used. They will be packaged loose, not less than 500 sheets to a package. 

Grade and weight substance: Continuation sheets shall be ordered in the same 
grade and weight substance as the letterhead. 

Color: White shall be standard. 

Printing: No printing sball appear on continuation sheets. 

4. Manifold (tissue) sheets. 

Size: Manifold (tissue) sheets shall be available in the 8 x 104%4-inch size only. 

Grade and weight substance: Manifold (tissue) sheets shall be of sulfite stock 
and shall not exceed 18-pound substance weight. (Weight is computed on the 
basis of pounds per 1,000 sheets, 17 x 22 inches. ) 
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Color: White should be used to the greatest possible extent. Colors may he 
specified if 100,000 sheets or more are ordered and the order is approved in « 
manner prescribed by the head or acting head of the agency. 

Printing: White manifold (tissue) sheets may be printed, duplicating the 
format and ink color of the letterheads, only for use in making carbon copies 
of letterheads that are sent outside the agency and where identification of the 
originating agency is necessary. No other printing, such as file or file copy, 
or clearance ladders, shall be permitted. No printing shall appear on tissue 
continuation sheets. 

5. Office memorandum forms. 

Size: Office memorandum forms shall be 8 by 1014 inches, 8 by 7 inches, and 
8 by 5% inches. No other size shall be used. The 8 by 101% inches and 8 by 7 
inches will be packaged loose, not less than 500 sheets to a package. The 8-by-5',- 
inch size will be in gummed pads, 100 sheets to a pad and 12 pads to a package. 
The Government Printing Office will stock these items for prompt delivery. 

Grade and weight substance: The quality of paper shall not exceed 25 percent 
rag content bond, 32-pound-substance weight. (Weight is computed on the basis 
of pounds per 1,000 sheets, 17 by 22 inches.) This quality memorandum paper 
will be available when the present supply of printed memorandum forms and 
unprinted paper stock on hand is exhausted in the Government Printing Office. 

Color: Blue shall be standard. Other colors within the above quality may be 
specified if 100,000 copies or more of any one size are ordered. 

Printing: The following style and format, printed in black ink only, shall be 
standard. Names of agencies, officers, or individuals shall not be added. 





STANOARD FORM NO. 64 


Office Memorandum e UNITED STATES GOVERNMENT 





TO 4 DATE: 
FROM ; 
SUBJECT: 


Standard Form No. 64 has been assigned to all sizes of this form. Therefore, 

when ordering, refer to the Government Printing Office stock number, standard 

form number, title, and the size desired. ' 
These standard forms shall be used by all agencies as intra- or interoffice 


memorandum forms. t 
All agencies are requested to authorize the Government Printing Office or ‘ 
their own respective printing plants (JCP Regulations, July 1, 1948, par. 8) to i 
destroy plates which are in conflict with this regulation. e 
6. Envelopes.—Plain envelopes for use in the District of Columbia and United 
States Government messenger envelopes (Standard Form 65) (see p. 6) shall be nN 
procured from the Government Printing Office (44 U. 8. GC. 225). Sizes and 
quality are listed in the Government Printing Office paper catalog. , 4 
Printed envelopes (including air mail) for use in the District of Columbia, in 
and both printed and plain envelopes (including air mail) for use in field offices, h 
shall be procured in accordance with current award-of-contract Schedule No. 5, ; 
issued by the Post Office Department semiannually (89 U. 8. C. 355). Exceptions i 
to size, type, or quality should be justified to the Post Office Department, for 
consideration, with a view toward making a contract for such envelopes in the a 
open market. ir 
Envelopes are principally packaging devices and under ordinary circumstances sl 
serve their purpose when the contents reach their destination. It is importan!, : 
therefore, to use care in obtaining the right type of envelope for the use intended. of 
Experience has shown that improper procurement practices, storeroom und 
shipping methods, and inefficient utilization result in considerable waste. Iim- of 
proper procurement practices are largely attributed to lack of requirement de- 
terminations at central source. Orders are placed by more than one office for en 
quantities in excess of a 6-month supply, and are not always ordered for delivery 
to distribution or using points within reasonable delivery-time periods. Failure re 
to use proper storeroom or shipping methods results in envelopes being exposed m 
to dampness or moisture, causing glue on flaps to seal. Poor stacking of cartons po 


or boxes of envelopes causes further waste. Failure to buy the smallest sizes ot de 
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envelopes consistent with use, together with failure to design forms, form let- 
ters, and publications to standard envelope sizes, adds unnecessarily to envelope 
costs. 

Size: Numerous sizes and types of envelopes have been placed under contract 
by the Post Office Department, and agency requirements should be limited to 
these sizes and types unless exceptions therefrom are granted by the Post Office 
Department. However, immediate attention should be directed toward reducing 
envelopes to practicable standard sizes of appropriate grade and weight. Agen- 
cies Can contribute excellent support to this program by ordering only those 
sizes of such quality as are determined to be necessary to operating practices and 
procedures. Thus, those sizes and qualities used less frequently will be discon- 
tinued unless exceptions are found to justify their continuation. 

Printing: The printing of agency identification, penalty clause and official 
business shall be in black or blue ink. The printing of borders, markings, slogans 
or designs may be included only upon special justification approved by the 
Bureau of the Budget, and in no case in conflict with postal laws and regula- 
tions. The title of offices or officers shall not be included except as approved 
Ly the head or acting head of the agency. Names of officers shall at no time 
be printed. Printing shall be on the front only. 

In the interest of conservation and economy, the following format is sug- 
gested for all envelopes to serve field establishments or offices with temporary 
addresses. Its use prevents frozen stocks and allows unrestricted distribution 
io many points of use. Space is left for the return address to be stamped or 
typed in, 





EXECUTIVE OFFICE OF THE PRESIDENT PEWALTY FOR PRIVATE USE TO avOlo 
BUREAU OF THE BUDGET PAYMENT OF POSTAGE, $300 


PMGC 


OFFICIAL BUSINESS 








7. Messenger service envelopes.—Two sizes of messenger service envelopes 
will hereafter be stocked by the Government Printing Office and listed in its 
stock catalog as Standard Form 65. The Government Printing Office will obtain 
these envelopes in quantities, with printing and punching performed during 
ile course of manufacture, for supplying agency requirements. These standard 
envelopes shall be used by all agencies and shall replace all existing types of 
envelopes used for the same purpose. 

Size: The standard sizes shall be 914 by 12 inches and 12 by 16 inches. They 
will be packaged loose, not less than 500 envelopes per package 

Grade, weight, and design: The quality of the paper shall not exceed: Size 
"4 by 12 inches, 48 pound substance weight, sulphate stock: size 12 by 16 
inches, 56-pound substance weight, sulphate stock. Weight is computed on the 
basis of pounds per 1,000 sheets, 17 by 22 inches. The envelopes shall have an 
pen end, center seam, ungummed flap with button and string, and *-inch 
inspection holes. 

Printing: The words “U. &. Government Messenger Service Envelope,” to- 
sether with ruled lines for name, address, “Run” and “Stop,” shall be printed 
in brown ink across the narrow dimension of each envelope. No other printing 
shall be permitted. 

The 9% by 12-inch envelope will be printed on both sides with two columns 
of blocks for names and addresses on each side. 

The 12- by 16-inch envelope will be printed on both sides with three columns 
of blocks for names and addresses. 

Button-and-string fastening devices are provided on both sizes. Sealing of 
envelopes should be discontinued for it shortens the life of the envelope. 

8. General.—Agencies will find it generally advantageous to centralize their 
requirements for all stationery and to purchase quantity lots sufficient for not 
more than 6-month requirements. Supplies should be maintained at distribution 
points to permit rapid delivery, and shipments should be ordered for direct 
delivery to such points. 
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Some stationery items require a minimum quantity order; most are pack- 
aged in standard quantity lots. Orders should be placed accordingly. 


FRANK Pace, Jr., Director. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. 0., May 31, 1950. 
Circular No. A-32, Revised 
To: The heads of executive departments and establishments. 
Subject: Standardization of clinical record forms. 


1. This revision of Circular No. A-82 replaces and rescinds Circular No, A-32 
dated August 26, 1948. The principal changes incorporated in this revision 
are to: 

(a) Revise Standard Form 521, Dental. 

(+) Promulgate 18 new Clinical Record forms, Standard Forms 522 to 539, 
inclusive. 

2. Purpose.—This circular promulgates certain record forms to be used in 
hospitals, clinics, dispensaries, and similar facilities, irrespective of their desig- 
nations, operated by the Federal Government. These forms have been developed 
by the Interagency Committee on Medical Records, which was organized to 
develop standard records and reports as recommended by the President’s Com- 
mittee on Integration of the Medical Services of the Government. The forms 
have been designed to (1) promote the integration of the hospital and medical 
activities of the Government by standardizing surgical, dental, and other medical 
or allied forms, and (2) facilitate the exchange of clinical information among 
the departments and establishments. 

3. Promulgation of additional forms.—Standard Forms 501 to 521, inclusive, 
were the first of the series of clinical record forms to be developed by the com- 
mittee. The additional forms now approved by the committee complete the 
series. The development of additional forms will be postponed until experience 
in the use of the forms herein promulgated has been accumulated. 

4. Suggestions and comments on use and application of forms.—As experience 
in the use of these forms develops, and problems, suggestions, or recommenda- 
tions for changes arise, they should be submitted to the Interagency Committee 
on Medical Records through the respective agency representative on the com- 
mittee, or if the agency is not represented, to the Bureau of the Budget. 

5. Replacement of forms in current use.—These standard forms shall be ob- 
tained from the Government Printing Office. All of the forms may be placed in 
use immediately except that— 

(a) The use of current agency forms to be replaced by Standard Forms 501 
to 521, inclusive, may be continued until the present supply is exhausted or until 
January 1, 1951, after which date the change to the new forms prescribed herein 
must be made. 

(b) The current agency forms to be replaced by Standard Forms 522 to 539 
may be used until the present supply is exhausted or until June 30, 1951, after 
which date the change to the new forms prescribed herein must be made. 

6. List of forms.—The following forms are promulgated by this circular: 


stented nine 
5O1 Diagnostic Summary 
502 Narrative Summary 
503 Autopsy Protocol 
504 History (pt. I) 
505 History (pt. II) 
506 Physical Examination 
5OT Report on or Continuation of Standard Form 
508 Doctor’s Orders 
HOS Doctor’s Progress Notes 
510 Nurse’s Notes 
511 Temperature, Pulse, Respiration 
512 Plotting Chart 
513 Consultation Sheet 
514 Laboratory Reports 
51l4a Urinalysis 
514b Hematology 


514c Serology 








NEWSPRINT INVESTIGATION 


Form No. Title 
514d Blood Chemistry 
5l4e Sputum 
514f Gastric Analysis 
514g Feces 
514h Spinal Fluid 
514i Basal Metabolism 
§14j Liver and Biliary Function 
514k Bacteriology 
5141 Renal Function 
514m Miscellaneous Test or Examination 
515 Tissue Examination 
516 Operation Report 
517 Anesthesia 
518 Blood Transfusion 
519 Radiographic Reports (stapling sheet) 
519a Radiographic Report 
52 Electrocardiographic Report 
521KRev. Dental 
522 Authorization for Operation and Anesthesia 
523 Authorization for Postmortem 
524 Roentgen Therapy 
525 Roentgen Therapy Summary 
526 Radium Therapy 
527 Group Muscle Strength 
528 Muscle Evaluation Upper Extremity 
529 Muscle Evaluation Trunk, Lower Extremity Face 
530 Neurological Examination 
531 Sensory Examination 
532 Pneumcthorax-Phneumoperitoneum 
533 Prenatal and Pregnancy 
534 Labor and Postpartum 
535 Newborn Record 
536 Pediatric Nursing Notes 
537 Pediatric Graphic Chart 
538 Pediatric 
539 Abbreviated Clinical Record 
FREDERICK J. Lawton, Director. 


Circular No, A-24 
EXECUTIVE OFFICE OF THE PRESIDENT, 


BUREAU OF THE BupGert, 
Washington, D. C., March 19, 1948. 


To: The heads of executive departments and establishments. 
Subject : Standardization of medical examination forms. 

1. Purpose.—This circular promulgates three standard forms to be used by the 
departments and establishments for recording or obtaining (1) information from 
general medical examinations, (2) medical histories, and (3) data on health 
qualifications. The forms shall be used for civilian and military employees of 
the Government (except as provided in par. 2 below), for beneficiaries of Govern- 
ment programs, and for civil-air men subject to regulations of the Civil Aeronau- 
tics Administration. They may also be used, at the discretion of a department or 
establishment, for medical examinations of other persons who are not in the 
employment of the Federal Government. These forms have been developed by 
the Interagency Committee on Medical Records, which was organized to develop 
standard records and reports as recommended by the President’s Committee on 
Integration of Medieal Services of the Government. The forms have been 
designed in order to standardize medical information, reports on medical exami- 
nations, and medical records and to facilitate the exchange of medical informa- 
tion among the departments and establishments. 

2. Standard Form &8, Report of Medical Examination, shall be used for record- 
ing information from general medical examinations other than those required by 
the Civil Service Commission. (For the latter examinations, Standard Form 78, 
Certificate of Medical Examination, shall be used. This standard form, which is 
promulgated by the Civil Service Commission, will be revised as a short form 
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similar to Standard Form 88.) Examples of operations in which Standard Form 
SS shall be used: for commissioning or enlistment in the Armed Forces ; for cer- 
tain types of employment requiring special physical examination; for general 
medical examinations required by the Veterans’ Administration for pensions or 
other claims purposes; for such other general medical examinations as may be 
required in Government operations or activities. 

3%. Standard Form 89, Report of Medical History, shall be used where specific 
information is required to complete a medical history in instances where physical 
condition is an important requisite to Government service or employment, or in 
other instances where medical-history data are required for recipients of Federal 
medical care or for others subject to Federal regulations. Standard Form 8 
may be used in conjunction with Standard Form 88 where needed. 

4. Standard Form 90, Health Qualification Placement Record, shall be used 
when physical or health requirements are prerequisites to placement in specific 
positions. This form supersedes the third page of Standard Form 78 titled 
“Physical Qualification Placement Record.” 

5. These forms are not necessarily intended to replace forms now in use for 
special examinations such es those to determine the necessity for medical care 
following an injury, although they may be used for that purpose if appropriate. 
The forms may be used singly or in combination, depending upon the adminis- 
trative requirements of the department or establishment. 

6. The fornis shall be obtained from the Government Printing Office and shall 
replace any forms now in use for the same purposes. However, until December 
31, 1948, existing stocks of forms now in use for these purposes may be utilized. 
Aiter December 31, 1948, use of these standard forms is mandatory, and no sub- 
stitute form may be used without approval of the Bureau of the Budget. 


JAMES E. Wess, Director. 


Budget Cirenlar No. A-20 
(Formerly No. 396) 
EXECUTIVE OFFICE O# THE PRESIDENT, 
DUREAU OF THE BupbGeT, 
Washington, D. C., August 1, 1948. 
To: The heads of executive departments and establishments. 
Subject: Reculations governing the procuring of printing, binding, and bDlank- 
book work. 

1. Attention is directed to the fact that the procurement of publie printing, 
binding, and blank-book work is governed by regulations of the Joint Committee 
on Printing as well as by leval requirements, Following are certain of such 
legal requirements as contained in tithe 44 of the United States Code: 

“Srorton 111. All printing, binding, and blank-hook work for Congress, the 
Executive Office, the judiciary, and every executive department, independent 
office, and establisinment of the Government shall be done at the Government 
Printing Office, except such classes of work as shall be deemed by the Joint 
Committee on Printing to be urgent or necessary to have done elsewhere than 
in the District of Columbia for the exclusive use of any field service outside 
of said District (acts of Jan. 12, 1895, ch. 28, sec. 87, 28 Stat. 622; Mar, 1, 1919, 
ch. 86, sec. 11, 40 Stat. 1270). 

“Secrion Lilla. Such printing, binding, and blank-book work authorized b) 
law, as the Publie Printer is not able or equipped to do at the Government Print 
ing Office, may be produced elsewhere under contracts made by him with the 
approval of the Joint Committee on Printing (act of Feb, 28, 1929, ch. 367, sec. 1, 
45 Stat. 1400). 

“Sportion 14. The Joint Committee on Printing may permit the Publie Printer 
to authorize any executive department or independent office or establishment of 
the Government to purchase direct for its use such printing, binding, and blank- 
book work, otherwise authorized by law, as the Government Printing Office is 
not able or suitably equipped to execute or as may be more economically or 
in the better interest of the Government executed elsewhere; and such Joint 
Committee also may authorize the Public Printer to procure services, materials, 
and supplies for use of the Government Printing Office without regard to the 
provisions of section 5 of title 41 whenever the aggrezate amount involved is 
less than $50 (acts of Jan. 12, 1895, ch. 23, sec. 12, 28 Stat. 702; July 8, 1955, 
ch. 374, sec. 1, 49 Stat. 475).” 
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2. With a view to avoiding improper practices in connection with procuring 
printing and binding the Joint Committee on Printing has requested: 

“(a) That no ageney requisitioning printing shall anticipate the release of 
any requisition for direct procurement by such agency until so advised by the 
Public Printer. 

“(b) That officers of departments and establishments shall not discuss with 
printing salesmen details of their pending printing needs. 

“(c) That any agency requiring technical assistance may call upon the head 
of the Planning Division of the Government Printing Office for advice and 
assistance on printing matters.” 

3. Heads of departments and establishments are requested to bring this 
matter to the attention of those employees charged with the responsibility of 
procuring printing, binding, and blank-book work to the end that improper 
printing and binding procedures may be avoided. 

Haro_tp D. Smiru, Director. 


Circular No. A-17, Revised 
QXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., April 25, 1947. 
To: The heads of executive departments and establishments. 
Subject : Clearance of standard forms. 

This revision of circular No. A__-17 replaces and rescinds Circular No, A—17, 
dated August 1, 1943. In addition to simplifving the language of the previous 
circular, it extends the application of the circular to any form prescribed by one 
department or establishment for use by other departments or establishments. 

1. Purpose.—The purpose of this circular is to prescribe a uniform procedure 
whereby any department or establishment may recommend to the Bureau of the 
sudget that a standard form be prescribed to meet a problem which concerns 
more than one Government agency. The purpose of standardization of forms 
is to secure economy in the designing, printing, storing, distribution, and use of 
forms, as well as to insure reasonable uniformity in the procedures employed 
by all agencies in dealing with common preblems. 

2. Definition and use of standard forms.—Any form prescribed by a depart- 
ment or establishment for mandatory use by other departments or establishments 
shall hereafter be known as a standard form. Except for such forms currentiy 
in use (whether or not labeled as standard forms) and forms promulgated by 
the General Accounting Office (see par. 4), no department or establishment shall 
be required to use any such form uniess it has been approved by the Bureau of 
the Budget in accordance with the procedure described below and is identified 
as a standard form. The provisions of this circuiar do not apply to public-use 
forms subject to, or specifically excluded from, provisions of the Federal Reports 
Act of 1942. 

3. Clearance and issuance.—All proposed standard forms and revisions thereof 
shall be submitted to the Bureau of the Budget for approval prior to their promul- 
gation. The submission of each such proposal shall be by means of Standard 
Form No, 838. (Agencies may use copies of Bureau of the Budget Form No. 
DSS37 in lieu thereof so long as they have a supply of that form). Forms falling 
within the above definition of standard forms and now in use may be continued, 
but when any such form is hereafter proposed to be revised or reprinted, it shall 
be submitted to the Bureau of the Budget for approval in the manner prescribed 
herein. Upon approval of any standard form, the Bureau of the Budget will 
assign a standard form identification number and authorize promulgation of the 
form for manatory use. Each standard form, when printed, will carry a standard 
form number, will identify the department or establishment responsible for pro- 
mulgation, and will show the expiration date, if any, unless omission of it be 
authorized by the Bureau of the Budget. After the form has been prescribed, 
ne exception and no use of a substitute form may be authorized by any depart- 
ment or establishment without advance approval by the Bureau of the Budget. 
Any agency which desires to secure an exception to the use of a prescribed stand- 
ard form should make it request to the Bureau of the Budget through the agency 
which promulgated the form. Upon withdrawal of the Bureau of the Budget 
approval of any standard form now or hereafter in use, it shall cease to be a 
standard form. 
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4. Forms issued by the General Accounting Ofice—The above provisions do 
not apply to forms issued by the General Accounting Office under authority con- 
ferred upon that office by section 309 of the Budget and Accounting Act, 1921, or 
other statutes. 

5. List of current standard forms.—For a list of many standard forms cur- 
rently in effect (including those promulgated by the General Accounting Office}, 
see the most recent edition of Standard Forms and Miscellaneous Supplies Cati- 
log, issued by the Government Printing Office. 

JAMES E. Wess, Director, 





Rescission of Circular No. A-16 
JXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., October 9, 1950. 


To: The heads of executive departments and establishments. 
Subject : Publications and informational matter. 

Effective this date, Circular No. A-16, dated August 1, 1943, is rescinded. 

Agencies will hereafter be responsible for establishing policies and procedures 
to assure the efficient and economical preparation, production, and distribution 
of publications and informational material. 

Paper has been listed as one of the materials considered critical at this time 
in Personal Property Management Regulation No. 2, issued by the Genera! 
Services Administration. Agencies should take the necessary steps to comply 
with this regulation. 

FREDERICK J. Lawton, Director. 


Circular No. A-12, Revised 
EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., November 7, 1946. 
To: The heads of executive departments and establishments. 
Subject: Effectuation and distribution of Executive orders, proclamations, and 
regulations. 

This revision of Circular No. A-12 replaces and rescinds Circular No. A-12, 
dated August 1, 1943. It changes the former circular only by requesting that 
printing requisitions for additional copies of Executive orders, proclamations, 
and regulations be directed to the Division of Federal Register, National Ar 
chives, rather than to the Government Printing Office. (See underlined portions 
of paragraph 2.) 

1. In order that Executive orders published in the Federal Register may be 
promptly effectuated by the departments and establishments concerned, it is 
requested that the head of each department and establishment assign to an 
appropriate officer thereof the duty of determining the applicability to the 
department or establishment of each Executive order, proclamation, or regula- 
tion published in the Federal Register, and of initiating through the head of 
the department or establishment the necessary action to insure that the provi- 
sions of applicable orders, proclamations, and regulations be promptly made 
effective throughout the department or establishment. 

2. Since the printing in the Federal Register of Executive orders, proclama- 
tions, and regulations of general interest and applicability does not constitute 
in some instances a sufficient distribution to meet the needs of the various 
departments and establishments, the Government Printing Office has made ar 
rangements to print, on paper 8 by 1014 inches, three columns to a page, from 
the type used in printing the Federal Register, a sufficient number of copies of 
such orders, proclamations, and regulations to meet the distribution require- 
ments of the departemnts and establishments. To enable the Government Print- 
ing Office to determine the number of copies that will be required for this purpose, 
the departments and establishments should submit to the Division of Federal 
Register, the National Archives, within 10 days from date of issuance of such 
an order, proclamation, or regulation, printing requisitions covering their needs 
with respect thereto. The editor of the Federal Register will coordinate and 
forward such requisitions to the Government Printing Office. 

JAmes E. Wess, Director. 
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Circular No. A-3, Revised 
EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, 25, D. C., August 14, 1950. 


To: The heads of executive departments and establishments. 
Subject : Government periodicals, 

This revision of Circular No. A-3 replaces and rescinds Circular No. A-3 Re- 
vised, dated August 5, 1949. In addition to changes in wording, approval is no 
longer required on the size of page; the certificate of necessity may be included 
in the letter (if the letter is signed by the head of the department or agency) ; 
and additional information concerning revision of mailing lists is required on 
requests for continuing existing publications. 

1. Purpose.—The purpose of this circular is to prescribe a uniform procedure 
to carry out effectively the statuatory provisions governing the approval of the 
use of funds from appropriations available for printing and binding for the 
printing of journals, magazines, periodicals, and similar publications. 

2. Requirements of approval.—Section 220 of title 44, United States Code 
16 ed., provides as follows: 

“The head of any executive department, independent office, or establishment 
of the Government is authorized, with the approval of the Director of the Bureau 
of the Budget, to use from the appropriations available for printing and binding 
such sums aS may be necessary for the printing of journals, magazines, period- 
icals, and similar publications as he shall certify in writing to be necessary 
in the transaction of the public business required by law of such department, 
office, or establishment. There may be printed, in addition to those necessary 
for such public business, not to exceed two thousands copies for free distribution 
by the department, office, or establishment issuing the same. The Public Printer 
shall print such additional copies thereof as may be required for sale to the 
public by the Superintendent of Documents; but the printing of such additional 
copies required for sale by the Superintendent of Documents shall be subject to 
regulation by the Joint Committee on Printing and shall not interfere with the 
prompt execution of printing for the Government. (May 11, 1922, ch. 189, sec. 
1, 42 Stat. 541; June 30, 1982, ch. 314, sec. 307, 47 Stat. 409.)” 

3. Coverage and definitions.—The term “journals, magazines, periodicals, and 
similar publications” (hereinafter referred to as periodicals) as used in the law 
will be construed to refer to publications issued semiannually or oftener for the 
purpose of disseminating useful information, with continuing policy as to format, 
specifications, content, and purpose. The term “periodical” will not apply to— 

Strictly administrative reports, memoranda, and similar materials. 
Materials which are exclusively statistical. 

Information required exclusively for the official use of the issuing office 
or service in the transaction of its routine business (JCP regulations). 
These exceptions are construed to cover laws, rules, regulations, instructions, 

opinions, decisions, and official notices and circulars. 

The term “printing” as used in the law will be construed to refer to reproduc- 
tion by those methods which are defined as printing in the regualtions of the 
Joint Committee on Printing, whether printed at the Government Printing Office 
or elsewhere. 

Copies for “official use” are those to be distributed, free of charge, to offices 
and officers of the Government and others as “necessary in the transaction of 
the public business required by law” of the agency. Such copies are in addition 
to the copies for “free distribution” for exchanges, courtesy copies, etc. (limited 
by law to 2,000 copies). 

4. General requirements. Approval will be given for publication of periodicals 
with the understanding that they will meet the following requirements: 

Periodicals shall be devoted exclusively to the work which the organization 
unit of the Government issuing the same is required by law to undertake, and 
shall not contain matter relating to work which any other unit of the Govern- 
ment performs or is authorized to perform, or any matter not necessary in the 
transaction of the public business as required by law (JCP Regulations). 
Periodicals will not contain articles intended sclely to foster or obtain the 
support of persons outside the Government for a Government agency. Periodicals 
will not contain editorials, book reviews, or articles which can be construed 
as propaganda in favor of increased appropriations or legislation. 











358 NEWSPRINT INVESTIGATION 


No illustrations, photographs, engravings, or drawings will be used in period- 
icals unless they relate solely to the public business (JCP Regulations) and 
are necessary to a clear understanding of the subject matter contained therein. 
No periodicals will contain any advertisement inserted by or for any private 
individual, firm, or corporation (JCP Regulations). 

5. Request for approval.—A department or establishment desiring to issue a 
new periodical, to increase limitations on items of a periodical previously ap 
proved, or to continue issuance of a periodical at the expiration of the current 
approval, will submit a letter requesting approval thereof, including or ac- 
companied by a certificate of necessity as prescribed in paragraph 6 below, to 
the Director of the Bureau of the Budget. This letter will give a comprehensive 
description of the proposed style, contents, size, general appearance, ete., of 
the periodical, as follows: 

(a) Identification : 

(1) Name of publication. 

(2) Name of issuing burean or other organization unit. 

(6) Items on which approval is required : 

(1) How often to be issued (and date of first issue, if a new periodical). 

(2) Maximum number of copies per issue for official use and free distri- 
bution. 

(5) Maximum number of pages per issue (or per year), including supple- 
ments and indexes. 

(4) Maximum annual cost of printing the periodical chargeable to each 
designated appropriation available for printing and binding the periodical. 

(c) Justification and additional information required : 

(1) Comprehensive statement of the necessity for the periodical, includ- 
ing any specific statutory authorization for the publication of the informa- 
tion proposed to be printed in the periodical. 

(2) Statement justifying the number of copies proposed for (a) official 
use, and (/) free distribution to the public. Particular information should 
be given to indicate to whom (generally) the free distribution is desired and 
why it should be free instead of by sale or subscription. 

(5) Statement that the appropriations available for printing and bind- 
ing for the current fiscal year are sufficient to bear the cost of the periodical 
and also to cover all other printing and binding requirements. 

(4) Annual cost of preparing the periodical, including salaries, mate- 
rials, and other expenses properly chargeable to editorial and other work in 
connection with its preparation other than the printing costs covered in 
item (b) (4 above). 

(d) Additional information required on requests for continuing existing 
periodicals : 

A sample copy of the material sent out (including material to be returned) 
for the latest general revision of mailing lists, together with the following 

information: 

(1) Date of last general revision of mailing lists. 

(2) Number on mailing lists before revision. 

(3) Number on mailing lists after revision. 

(4) Explanation of method used for circularizing. 

(5) Number retained on lists who did not respond to circularization, with 
reasons therefor. 

6. Certificate of necessity.—The head of the department will certify in writing 
to the necessity for each periodical, in the following form: 

I hereby certify that the publication of the periodical entitled _...._.---- 
is necessary in the transaction of the public business required by law of this 
department. 

Re | EE a oe a apse 
(Title) 

7. Notice of approval—The agency concerned and the Government Printing 
Office will be notified by letter of each approval granted hereunder. 

8. Statement of approval in printed periodical_—Every issue of any periodical 
which has been approved under the provisions of this circular shall contain the 
following statement: 

“The printing of this publication has been approved by the Director of 
the Bureau of the Budget (date of approval).” 
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9, Expiration of approval—aAll approvals heretofore or hereafter granted 
under 44 U. S. C. 220 expire 3 years from the date of the last approval or modi- 
tication thereof. Requests for approval for continuing a publication should be 
submitted approximately 30 days prior to the expiration date. 

FrevertcK J. Lawton, Director. 

Mr. Vanperwenve. We work very closely with the requisitioning 
aection of the Government Printing Office on our standard forms to 
control the quantities and that revisions of the form are not made 
while a large quantity is on hand. When a revised standard form 
comes out, an agency is usually given 6 months to use its current 
supply before it uses the new one. We work with the Government 
Printing Office on that program. We also advise agencies on how to 
get information from the Government Printing Office on their print- 
ing problems. 

We are currently working on the reduction of envelopes in the Gov- 
ernment. Envelopes currently seem to be getting quite a bit of play 
both in newspapers and the Congressional Record. We have recently 
been able to reduce one agency's requirements from 178 million en- 
velopes to 60 million envelopes. 

Those are just a few of the areas of our paper coverage that we are 


trying to work out in this program of getting better management in 
the agencies which in turn should promote less use of paper. 

Mr. Dotuiver. Iam astonished at that reduction. 

Mr. Vanperwenbe. The envelope requirements for the Government 
run into billions. For instance, there are €0 million income tax forms 
sent out every year to previous-year taxpayers. Sixty million enve- 
lopes are eares for just that one item. 


The envelope situation has received considerable attention and the 
Congress has received a number of complaints from their constituents 
about the heavy-weight and the large-size envelopes that are used by 
the executive branch in mailing out its material. We have been keey- 
ing the weight and quantities of those envelopes to the absolute mini- 
mum. Kraft paper isa very scarce item. The equipment of the manu- 
facturers of kraft envelopes for producing the larger size envelopes is 
limited. Therefore we are pretty much limited in the number of 
envelopes we can get in the larger sizes. 

As a typical example, on a 914 by 12 invelope, the executive branch 
uses a 24-pound weight envelope. A recent order by the Government 
Printing Office for the envelopes which they buy and use for Congress 
called for 3 million 914 by 12 envelopes, the basic weight to be 32 
pounds. Now out of 32 pound basic weight paper that will require 
159,000 pounds of kraft paper. If they bought those envelopes in the 
same weight kraft paper that is used by the executive branch, or 24 
pound, they would either be able to reduce the weight of paper from 
159,000 pounds to 105,000 pounds, or they would be able to increase 
the nner of envelopes from 3 million envelopes to 4,543,000, by just 
the mere reducing of the weight of the envelope. 

I have a list of seven different types of envelopes that have recently 
been placed by the Government Printing Office. If the congressional 
envelopes were reduced in weight to either 28-pound or to the next 
weight, 24-pound, it would make a considerable saving in the amount 
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of kraft paper that is needed or else increase the number of envelop>s 
that they can get. 

Mr. Wotverron. What has the responsibility of fixing the weight of 
a congressional envelope? I see no reason why it should be the weig!t 
that it is when the other of lesser weight would be perfectly satis- 
factory. 

Mr. Vanpverwenpe. I can say that at my suggestion I took this mat 
ter up with the National Production Authority. The figures I have 
quoted to you were developed by the National Production Authority. 
They have given a copy of this information to the Government Print- 
ing Office. From that point on, who has the authority, I do not know. 

Mr. Dotuiver. Would that not be the Joint Committee on Printing 
in the Congress ? 

Mr. Wotverron. I assume it probably lodges there. Personaily I 
see no reason why the congressional envelope should be any heavier 
than that which is approved for use in the executive branch. 

Mr. Vanverwenpbe. I will leave a copy of this statement with the 
other papers. 

Mr. Wotverron. It will be made a part of the record. 

(The document referred to follows :) 


Government Printing Office kraft envelope requirements—Decreased paper re- 
quirements or increased envelope production by change of weight of kraft 
paper 


| 
| 





Sub- | Pounds Sub- |Pounds Sub- | Pounds 





Item | Quantity wise stance paper stance | paper Quantity stance | paper Quantity 
poe ae 2) c A e 1 ie Pet. aden Peed, mad TEE ; mes _| p25 3 2 5 
21_..-| 100,000 | 8xll | 32 4, 300 28 | 2,700 116, 000 24 3, 000 143, 00 
22.7} 250,000 | &t6 x 1134 32 | 56, 250 28 | 48,750 | 1, 442,000 24 | 38,750 | 1,815,000 
24____| 3,000,000 94x12 | 32 | 159,000 28 1144000 | 3, 613,000 24 | 105,000 | 4, 543, 000 
26...-| 1,200,000} 19x14 40 | 110, 400 32 | 81, 600 | 1, 622, 500 28 | 67,200 | 1,971, 000 
30_...| 400,000 | 12x16 | 40 | 44,000 32 | 34, 400 511, 600 28 | 28,000 628, 500 
32....| 100,900} 1445x18 40 } 15, 200 32 | 12, 100 125, 600 28 | 10, 600 143, 300 
45 200,000 3%x 576] 32} 2,200 2s | 1,800} 244, 400 { 24] 1,600 | 275, 000 
ek | ai ted me = . , ry 20 1, 400 314, 000 


























Note.—Reduction in weight of kraft paper as shown in the columns above would either reduce the paper 
required or produce the increased equivalent in envelopes, 


Mr. Wotverton. I have only a few questions, but I want as pre- 
liminary thereto to say it is astounding to me that the Bureau of the 
Budget is able to keep abreast of so many Government activities and 
to the extent that it is necessary for consideration in the making up 
of a budget. It just seems impossible to me that you are able to do 
it. You have done a most excellent job. There may be times when 
individual interests cause a different thought than what the Bureau 
of the Budget has expressed, but taking it by and large I think it 
does a very worth-while job, considering the tremendous field that 
its activities must necessarily cover. 

Now the question I have to ask is in regard to conservation. I 
have noticed that some departments of the Government in coming 
before this committee and in the releases that come to the attention 
of the Members of Congress use both sides of the paper. Some 
agencies do not. I am wondering why that could not be more gen- 
erally done than is the case. 
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Mr. VANDERWENDE. In circular A-43 on paper conservation, one 
of the suggestions offered is that all agencies should use both sides of 
the paper. 

Mr. Wotverton. Do they do it? 

Mr. Vanperwenpe. They are getting around to it now. They 
have to submit a report by June 15 to tell us what they are doing. 
The reports are coming in now and we are beginning to find out 
whether the agencies are following some of the suggestions. 

Mr. Worverron. I only know what I see with my own eyes in 
connection with matters that come before us. I know some of them 
do and other do not. The State Department, for instance, is one that 
usually uses both sides of the paper. 

Mr. Warp. We will check that. Mr. Wolverton. This circular 
was issued April 19 at the time we discovered that there was develop- 
ing a shortage of paper. So I guess actually some weeks before that 
we began dealing with the agencies in the issuance of this circular. 
We will check with State or any other agency that may come to your 
attention. 

Mr. Worverron. What agency of the Government, if any, can 
determine it has the right to consider whether a request for a par- 
ticular number of articles or releases is necessary or not? I have in 
mind an instance that came to our attention in hearings 4 or 5 weeks 
ago where there had been 7 million copies of a particular document 
ordered and printed and only approximately 1 million had been used. 
The other 6 million were just wasted. Is there any department of 
the Government that has any supervision over a matter of that kind, 
or is it left entirely to the discretion of the particular department 
making the request ? 

Mr. Warp. Mr. Wolverton, I think on that there is a definite need 
for strengthening the legislation. As the gentleman from the Gov- 
ernment Printing Office testified, they are an agent, they get a re- 
quest and in order to keep proper relations with the using agencies 
they do not feel they can cut those down. 

Mr. Worverron. They are not necessarily in a position where they 
could judge. 

Mr. Warp. That is right, they are not in the position. They do not 
know the program of the agency involved to the extent they can say: 
“You need only 2 million or 3 million,” or some other figure. They 
could perhaps take that requisition to the Joint Committee on Printing 
and maybe the committee would take it up with the agency concerned, 
but there again it is an unwieldy procedure. You have a legislative 
committee dealing with an executive branch of the Government. 

We have worked out an arrangement with the Government Printing 
Office so when large requisitions come to their attention, and they 
think something may be wrong, they call Mr. Vanderwende and Mr. 
Vanderwende goes to the agency involved. They go into it in detail 
to see what the basis is for that kind of requisition. We do not get as 
much information as we would like from the Government Printing 
Office on that kind of thing because they feel it would be betraying 
some confidence with the using agency if the information were 


divulged. 
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So I think the answer to your question is that some agency needs 
to be set up with more authority and responsibility to go into matters 
of that kind. 

Mr. Worverton. I have in mind that the National Production Au- 
thority in their testimony before us stated that the use of paper by the 
Government for June was approximately 6.300 tons. The Govern- 
ment Printing Office testified here that they only used approximately 
7,500 tons each month. What is being done or who is in charge of 
reducing or controlling this big use, nearly a million tons a year? It 
must be for uses other than the regular forms to which you have 
directed such careful attention. That seems to be a very great spread 
between the Government Printing Office using 7,500 tons and the 
Government itself using 6,300 tons. Where does all that paper come 
from? Under whose direction? Who orders it? How many pur- 
chasing agencies are there in the Government for purchasing paper / 

Mr. Vanperwenve. We might go back and reiterate that the law 

requires all paper furnished to agencies in Washington must be sup- 
plied by the Government Printing Office. That not Pony i is the paper 
that the Government Printing Office uses for the printing of the forms 
and other publications but also the paper required by the agency in 
its own use. In Washington they must buy paper through the Gov. 

ernment Printing Office. So, therefore, the Government Printing 
Office is their supplier. 

In the field, however, the law changes that from the Government 
Printing Office to the Federal Supply Service or part of General 
Services Administration. So we have in our procurement, and we 
are now talking about printing paper, and in the National Production 
Authority list, people who buy both printing paper and commercia! 
paper or industrial paper. The Tennessee Valley Authority, for in- 
stance, are in there because they buy paper bags for bagging cement. 
So vou have to look at that list and think of the agencies that are buying 
commercial paper as against those buying printing paper. We, in 
the Budget Bureau, know only of the agencies buying the printing 
paper. 

The General Services Administration, prior to the time the National 
Production Authority order was issued, sent a questionnaire to all 
agencies asking for their printing-paper requirements for the last three 
quarters—we are in the last quarter now—the last three quarters of 
1951. At that time the estimates came in and the requirements were 


as follows: 
Pounds 


The Government Printing Office.__.-_.__-_--...____--- ineestechtteraits OO 


ideas Teper e ares. TA teseteee CP TOU) oo is i eee eee en os 10, 344, 000 
Department of Defense___.-....._._---__--~- PY a BOE 600 
Bureau of Engraving and P rinting. . Treasury Department lieben gh i 6, 938, O00 
Post Office Department ____--------------------- eee i ee ws 47, 875 
NO. IO TIONG Lo older nee tandecnenewenent 274, 679 
Federal Prison Industries, Justice Department____--_-_-----__--___ 375, 866 





Tétal remeivementy. 6) i i oh i dae 162, 539, 000 


Then they also had that broken down into the various ty Yor j of paper 
that would be required to make up that total amount. r instance, 
the Government Printing Office with 123,000,000 pounds is broken 
down by the different types of paper—newsprint, ground wood, coated, 
converted, book, uncoated, and so forth, down the line. 

Mr. Worverton. Will that be available for the record? 
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Mr. VAnperWeENbeE. I will have to have a copy made up because 
this is the only copy I have for my particular file. 

Mr. Wotverron. We will appreciate your doing that. 

(The document referred to follows :) 

NOVEMBER 16, 1950. 

The General Services Administration has furnished a report of printing-paper 
requirements of Federal agencies for the last three quarters of fiscal year 1951. 

A summary of these requirements by total shows the following: 

Last three quarters 


of 195 1—require- 
Agency ments in pounds 


Government Printing Office.__....._-________ ' 123, 396, 732 
General Services Administration : -._.. 10,344, 991 
Department of Defense... =... ._.-. 21, 161, 000 
Bureau of Engraving and Printing (Treasury Department) ——_—___ 6, 938, 100 
Post Office Department—-— 47, S875 
peo A BS ee a eer eee = eS Z 274, 679 
Federal Prison Industries (Justice Department) 375, 866 


IR PCC ew RD EE EUs Tete ete nn Oe ee re ee 162, 539, 243 


A more detailed breakdown of the specific types of paper requirements by 
agency for the last three quarters of 1951 is attached. The information gathered 
by the GSA was based on the industry classification of papers as used by the 
Census Bureau. The detailed figures have been furnished to the National 
Production Authority by GSA. 
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Mr. VaNnpEeRWENDE. That is the estimates to the paper-buying agen- 
cies, estimates of requirements for the last three quarters. That proce- 
dure has to be gone through every so often so the buying agencies will 
know approximately how much paper of the different types is needed 
to obtain bid quotations and delivery. 

Mr. Wotverton. Now back in 1942 under date of September 25 the 
Office of War Information issued a regulation that eliminated or re- 
duced the quantities of articles and subject matter covered by releases, 
booklets, pamphlets, and so forth. It covers in our hearings of that 
time approximately 15 to 16 pages of closely typed material. Do you 
know whether that regulation is still effective or whether we have gone 
back to the point where they are again publishing all these articles of 
types and kinds which in 1942 were considered unnecessary / 

Mr. VANDERWENDE. The regulation is no longer effective. As to 
whether they have gone back to publishing them, I would have to get 
a copy of your document and check against what is being issued today. 

Mr. Wotverton. Is there any agency of the Government that would 
have the authority or the power to do what was done by the regula- 
tions to which I have referred in 1942 ? 

Mr. Warp. Mr. Wolverton, that was a war agency that has gone out 
of existence, as you know. The only agency that I know of would be 
Mr. Wilson’s agency, War Mobilization. If he thought that was 
necessary in the current situation, undoubtedly he could issue an order 
of that kind. 

Mr. Wotverton. Is seems as if that order was very worth while in 
the scope that it covered and undoubtedly it eliminated many of the 
articles prepared in different departments concerning which so many 
facetious remarks are made by political columnists who collected them 
for the purpose of writing articles. It seems to me that someone should 
have the right, the power, the authority to go over proposed publica- 
tions and say this is not important or the quantity ordered is too large. 
Why should we publish what is not necessary; why should we 
provide thousands of copies of it? The fact is that with a lot of these 
things, even when they are set aside for the use of Congress they 
remain in the folding room and are never used. It seems as if they 
erow like Topsy did without much supervision. 

I am hopeful that this committee will be able to make some con- 
structive recommendations with respect to curtailment in the use of 
paper by the Government and in that respect I am certain that I am 
expressing the wishes of the chairman of the committee as well as 
the members that if you have in mind any recommendations of a legis- 
lative character or otherwise, which could be a proper part of our 
report, we shall certainly be glad to have you submit them to us. 

Now I find also that the Bureau of the Budget under date of August 
12, 1944, issued a circular known as No. A-35, signed by Harold E. 
Smith as Director. Are you familiar with that? 

Mr. VANDERWENDE. Yes, sir. 

Mr. Wotverton. Is the subject matter of that covered by the cir- 
culars to which you have referred ? 
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Mr. Vanperwenpe. Circular A-35 was rescinded by Circular A-43 
now in effect, which not only replaces all that was in the old circular 
A-35 but much more. 

Mr. Wo tverton. If there are no further questions, we thank you 
gentlemen for your appearance before us today, the interest you have 
displayed in this subject, and your desire to obtain results the com- 
mittee is anxious to obtain. We will appreciate your cooperation at 
all times and in whatever way you may wish. 

Mr. Warp. Thank you, Mr. Chairman. 

(Thereupon, at 1:15 p.m., the committee recessed, subject to the call 
of the Chair.) 








NEWSPRINT INVESTIGATION 


FRIDAY, JULY 27, 1951 


House or REPRESENTATIVES, 
SreciaAL SUBCOMMITTEE OF THE 
ComMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to call, at 10 a. m., in room 
1334, New House Office Building, Hon. Lindley Beckworth (chair- 
man of the special subcommittee) presiding. 

Present: Representatives Beckworth, Harris, Heller, Wolverton, 
and Dolliver. 

Mr. Beckworrnu. The subcommittee will come to order. 

When we met several times not long ago, we determined at that 
time that we would have some representative from the Forest Service 
and also that we would explore possibilities for the development of 
the newsprint industry in Alaska, which is a subject that has received 
considerable attention from time to time in the past. 

We are very happy to have our fellow worker from Alaska, the 


rn] 
4 


Honorable E. L. Bartlett, as the first witness this morning. 

I personally know, from having talked to Mr. Bartlett many times 
about the over-all newsprint picture, that he has spent much time and 
devoted a great deal of attention to the possibilities of the develop- 
ment of newsprint in Alaska, and I know Mr. Bartlett will have for the 
conunittee a statement that will be a contribution. 


STATEMENT OF HON. E. L. BARTLETT, A DELEGATE IN CONGRESS 
FROM THE TERRITORY OF ALASKA 


Mr. Barrierr. Thank you, Mr. Chairman, 

Mr. Beckworth and members of the subcommittee, I welcome the 
opportunity to appear before you to discuss the pulp possibilities of 
Alaska, particularly southeastern Alaska. 

Before doing so, I want to say that I appreciate sincerely your in- 
terest in this problem, which is one of national as well as local import. 

Yesterday, I received a copy of the minutes of the meeting recently 
held in Juneau, Alaska, by the Alaska Development Board, a Terri- 
torial agency which, as its name implies, is seeking to develop various 
industries and businesses within the Territory. It is made up of rep- 
resentative citizens from various points in Alaska, and has an office 
in Juneau. 

The board, according to the minutes, passed a resolution inviting 
your subcommittee to come north, at your convenience, to make an 
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investigation, on the ground, of the entire situation. The minutes 
read, and I quote: 

It was then moved by Mr. Polet, seconded by Mr. Stump, that the Alaska 
Development Board extend an official invitation to the Newsprint Subcommittee 
or its staff to visit the Territory for the purpose of holding hearings and making 
a first-hand investigation of timber resources. The motion was passed unan 
imously. 

To that invitation I would like to add that of Gov. Ernest Greuning, 
of Alaska, who has asked me to do so, and, of course, my own. 

I recognize the fact that this subcommittee 6 years ago made a rather 
exhaustive inquiry into the matter and that it has been investigated 
many times since. Nonetheless, I think it would be helpful generally. 
and perhaps specifically, if the subcommittee could go to Alaska, and 
1 hope that you are able to do so. 

This subject has been before us for a good many years, actively since 
the 1920’s. Plenty of words have been spoken about it. And I some 
times think that if we had available all of the paper used to print 

‘testimony on the Alaska newsprint situation there would not be any 
shortage of paper at the moment. 

Without trying to be exhaustive, and merely for your information, | 
should like to suggest that the partial bibliography that I hope to 
supply to you now will be of assistance to you in the further investi- 
gations you make. 

Without any reference to chronological order, and merely as they 
come to my hand, I refer you to Part 1, Newsprint, Report of the Sub- 
committee on Study of Monopoly Power of the Committee on the 
Judiciary, House Report No. 505, part 1, Eighty-second Congress, 
first session. 

Mr. Wotverron. What is the number of the document ? 

Mr. Bartierr. The number of the document is Report 505, Union 
Calendar 145, dated May 28, 1951. 

Then we have the Eightieth Congress, first session, Senate Com- 
mittee Print No. 17, Survival of a Free Competitive Press, Report 
of the Chairman to the Members of the Subcommittee, Special Com- 
mittee To Study Problems of American Small Business, United 
States Senate; on page 41 is a discussion of the Alaska situation, or 11 
begins there. 

fighty-second Congress, first session, Report No. 47, Newsprint 
Supply and Distribution, the final report to the Special Committee ‘I: 
Study Problems of American Small Business, United States Senate. 
pursuant to Senate Resolution No. 20, dated February 10, 1949. 

Committee print, Eighty-second Congress, first session, Supplies 
for a Free Press, preliminary Report on Newsprint by the Subcommit 
tee on Newsprint of the Select Committee on Small Business, United 
States Senate. 

Tn the hearings on H. R. 4424 before the then House Public Lands 
Committee, on page 52, starting in February and concluding on May 
18, 1949, there is reference to this. 

Then there is thorough treatment of the subject in the hearings of 
the House Committee on Agriculture on Hotise Joint Resolution °. 
May 22, July 1,3, and 9, 1947. 

Then the committee ought to be aware of the fact that technical 
notes have been provided by the Alaska Forest Research Center. 
United States Forest Service, Bulletin No. 4, in Juneau, Alaska; and 
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very pertinent is a mimeographed pamphlet entitled “Possibilities 
for Development of the Pulp and Paper-Making Industry in Alaska,” 
dated May 15, 1950, and saidicked by the United States Department 
of Agriculture, the Forest Service. 

On March 9, 1949, the Forest Service issued a report on the status 
of Alaska pulp-making projects. 

Only this year, before the Subcommittee on a Study of Monopoly 
Power of the House Judiciary Committee, there was plenty of testi- 
mony on this subject. The exact reference is Serial No. 14, Part 6—-A, 
Newsprint, Eigthy-first Congress, second session, and Serial No. 14, 
Part 6-B, Newsprint Exhibits, Eighty-first Congress, second session. 

Only within the week, Secretary Chapman, of the Department of 
the Interior, has issued a report entitled “Alaska—Reconnaissance 
Report on the Potential Development of Water Resources in the Terri- 
tory of Alaska,” which includes a number of related subjects; and 
beginning on page 500 of that publication there is considerable dis- 
cussion of pulp potentialities. 

Now, Mr. Chairman, the area of principal attention is what is known 
as the panhandle section of southeastern Alaska, which extends from 
where I point with my pencil down to Ketchikan in the southern part, 
the most southerly city in Alaska, and virtually all of that area is in 
the national forest. It was established as a national forest sometime 
before 1910. That is in the Tongass National Forest. Virtually that 
whole area there is, as I say, within the forest. 

There is a national monument here, and a small area around Skagway 
in the northern part of the panhandle section, and they are the only 
public-domain areas in the section. 

Now, compared with Alaska as a whole, this is a pretty small seg- 
ment, as you can witness. It is a narrow strip, and here is the main 
body of Alaska over here [indicating]. But, placed anywhere else, 
it would be a pretty sizable land in itself. 

Tongass Forest, for example, is roughly 16 million acres in extent. 
It comprises about 35,000 square miles of land, or roughly is the same 
size as Iceland, and not too much smaller than Greece. It extends from 
Skagway on the north to Ketchikan on the south for a distance of 
about 350 miles, and it is about 120 miles wide. 

As you notice, there are many, many islands there which give this 
section a coast line of about 9,000 miles. 

Skagway itself is roughly 1,000 miles from Seattle, and Ketchikan 
is somewhat under 700 miles from Seattle. 

Mr. Wo.verron. And how far is Juneau ? 

Mr. Bartierr. Juneau is about 250 miles north of Ketchikan, or 
roughly 900 miles from Seattle. , 

Now, that whole area is covered by a magnificent stand of timber, 
and I am going to pass around for your individual inspection a little 
folder that was prepared by the Forest Service in connection with an 
appearance before the Appropriations Committee; and, unhappily, 
1 have only the one, so I cannot furnish one for each of you, but I 
think the photographs will give you a general idea of the character 
of the timber stand. 

As I understand it, that is the greatest remaining stand of timber 
owned by the people of the United States. There are roughly 80 
million kasd feet within the boundaries of the national forest. 
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Seventy-four percent of that is hemlock, and about 20 percent Sitka 
spruce, and a small percentage of other varieties such as Alaska cedar, 
and so forth. 

Mr. Harris. That is all virgin timber, is it ? 

Mr. Barrierr. Yes; and the only use that has ever been made of it, 
all through the years since we have owned Alska, since 1867, is throug), 
logging operations for comparatively small mills. That sort of thing 
is going on at the present time, and it is useful and it provides loca! 
employment, but it does not make any proper utilization of the vast 
body of the forest. 

The Forest Service has calculated that from that area we could 
obtain in perpetuity, through sustained-yield foresting, 1 million tons 
of newsprint annually, or roughly one-sixth of the present United 
States newsprint needs. Obviously, that would mean, in the tight 
situation we find today, an important contribution. And even more 
important, as Mr. Beckworth pointed out in a conversation he and | 
had just the other day, would be the effect of that production for the 
long term. 

We all know, it is obvious, that the newsprint shortage is not a 
thing of the moment. So far as can be calculated, it is going to go 
on through the years. And it would be to the advantage of the United 
States, very surely, and to the advantage of every country that has a 
shortage of newsprint all over the world now, to get this area in 
production, 

If it were to be devoted to other forms of pulp use, it is said by 
the Forest Service that it can produce annually in the neighborhood 
of 800,000 tons of sulfite pulp. 

The question properly occurs as to why this has not been developed 
if the timber is as suitable as the Forest Service and we Alaskans 
claim it is, and if it has the readily accessibility that we assert: and 
there are some pretty good reasons for that that ought to be explained 
to the committee. 

The truth is, I suppose, that until quite recently the economics of 
the situation have been against it. The critical shortage of newsprint 
is of comparatively recent origin. The customary, long-established 
sources of supply could take care of the needs. That being the case, 
there was no great urge for people to go into a pioneer area ani 
spend anywhere from $20,000,000 up on a venture that was not posi- 
tively assured of success, 

But I think we are in a different era now. We are in an era where, 
as I say, we can state that this is one of the few places in the world 
now available to meet the shortage of newsprint. 

It has been argued that the transportation costs would be excessive. 
I leave that io the experts, of course, to determine; but to the layman. 
such as myself, it would seem that that argument is open to question 
because you have a water haul from whatever point in southeastern 
Alaska your mill may be located in right down to the States; and I 
suppose that it is likely that a company that would go in would have 
its own fleet of ships or make other satisfactory arrangements to secure 
for itself minimum transportation costs. 

I know that down in the States often the mills are required to have 
their timber trucked for long distances, which obviously is a tre- 
mendously expensive operation; and the fact that we can utilize 
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water there throughout might and probably would bring the trans- 
portation charges down to a competitive point. __ 

Another factor of importance in the Alaska field is that the timber 
is all close to tidewater. I believe it was Mr. Mason, who will follow 
me as a witness, from the Forest Service, who told one committee 
that all the merchantable timber is within 214 miles of tidewater. Of 
course, that cuts the costs. 

Subject to correction by Mr. Mason when he testifies later, I be- 
lieve the Forest Service has outlined initially five potential sites 
scattered throughout southeastern Alaska, 

Some little while ago, 2 or 3 years ago, the Forest Service entered 
into a contract with a newly organized company, named the Ketchikan 
Pulp & Paper Co., which, as I understand it, entirely unofficially, is 
a joint enterprise of the Puget Sound Pulp & Timber Co. and the 
American Viscose Corp., and I heard, again unoflicially, only this 
week that the National Production Authority and Defense Production 
Authority have or soon will issue to that company a certificate of 
necessity. It was further said that the decision as to when the com- 
pany would go ahead, or whether it would go ahead, would be made 
shortly, and it might even be announced at a press conference during 
the day at the Department of Agriculture. I do not know what the 
results of that have been. 

Mr. Dotniver. You mean today ¢ 

Mr. Barrierr. I heard that that was possible that we might know 
more before the day is over with reference to the plans of that partic- 
ular company. 

Mr. Harris. What company is this 

Mr. Barrierr. Ketchikan Pulp & Paper Co., which has entered 
previously into a firm contract with the Forest Service for the re- 
quired timber; and that contract was renewed while Ketchikan Pulp 
awaited experimental work on some new plant facilities; and the 
contract expires, as I understand it, on August 2, and will lapse 
then or be renewed in permanent form. 

Maybe later today, or soon, in any event, we ought to have heard 
what this company intends to do. 

Given the fact that the need exists for that newsprint, I am rather 
inclined to the view that we will have a situation developing some- 
thing like this: 1f Ketchikan Pulp & Paper goes in, I think it will be 
sunilar to a bunch of small boys standing around a swimming pool, 
where the water is plenty cold and where everyone has been hesitant 
about jumping in, but finally one brave lad takes the plunge and it 
feels fine, and then everyone else jumps in. 1 would predict that if 
Ketchikan Pulp moves ahead soon to build that plant, which may cost 
upward of $40 million, other companies will express an almost im- 
inediate interest; and we are likely to have, comparatively soon, that 
long awaited development. Of course, it would be monumental so 
far as Alaska is concerned. You all know, because you have studied 
Alaska on many occasions, that one of our great troubles up there 
economically has been that we do not have year-round industries, or 
industries that operate substantially the year around. 

Our most important industry is fishing, which, by the very nature of 
the thing, has to be seasonal, and highly seasonal; and in the fishing 
effort lots of people are brought from the States, and they go back 
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to the States at the close of the fishing season. And, of course, that 
does not do Alaska too much good. 

What we need is an industry that will stay, and this offers the great- 
est immediate promise. 

Nature has been kind there in many ways. It has given us these 
huge forests, and at the same time it has given us hydroelectric possi- 
bilities which will make it possible for the companies that go in to 
develop their electrical energy from nearby sources at reasonal|e 
cost. 

Adequate surveys have been made by the appropriate Government 
agencies, and that information is all at hand. But it has been esti- 
mated that these mills, once in operation, would support an addi- 
tional population throughout southeastern Alaska of, say, 30,000, or 
would just about double the present population. 

As you know, in the old days this southeastern area had a greater 
population concentration than any other section of Alaska. Since 
the start of World War II and postwar, the population has not shifted 
but it has remained constant in the panhandle, while growing tre- 
mendously around Anchorage and around Fairbanks. 

Those areas, too, particularly Anchorage, have wonderful hydro- 
electric possibilities, although it is not likely that Chugach National 
Forest, which is located in southwestern Alaska, will be important in 
respect. to pulp production. The concentration of that industry is 
likely to be in Tongass National Forest. 

Contrary to popular impression, the climate there is most moderate, 
The region has heavy precipitation. Mountains rise sharply from the 
sea, and the clouds come in from the Pacific and drop their rain right 
there. That is wonderful for the timber growth, of course, and 
wonderful for the salmon runs. That rain brings moderate winters. 
The temperature at Juneau, the mean average winter temperature is 
within a degree of that of Washington, D. C.: and summers are much 
cooler. But there is nothing in the character of the country or the 
kind of climate that would or could prevent year-around work. — In- 
dustries do not have to shut down there because it becomes too cold, 
any more than they do in the Pacific Coast States. 

I must say that in reading the testimony before the Subcommittee 
on the Study of Monopoly Power, I was concerned about one element 
of the questioning. I think it was Mr. Mason who was testifying, 
and one committee member expressed to him the thought that it might 
be better to take the raw logs from Alaska and ship them to the Pacilic 
Coast States for further processing. 

For many, many years, the Forest Service has had a rule against 

that. The theory, and the correct one, in my estimation, is that if we 
are going to have an integrated economy there, the whole job ought 
to be done right within Alaska; that to take the logs and process them 
elsewhere would be detrimental, in the long run, to Alaska’s develop- 
ment. : 
I might compare it, in a way, with perhaps someone in a far-away 
State observing the rich black soil in Mr. Dolliver’s State and wanting 
to buy it and ship it elsewhere, so that place could have good soil to 
grow corn and other fine crops. But that would give Iowa some 
money at the time the soil was shipped, and after that things would 
not be so good. 
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Only last night, I was reading a book by Hodding Carter entitled, 
“Southern Legacy,” and he gave it as his opinion that that precise 
factor has been one of the reasons for the comparative slowness of 
industrial development in the South. They took the South’s raw 
materials and shipped them away and processed them, and the South 
did not advance as it ought to. 

I think that that is a mighty good argument, and the Forest Service 
probably realized that long ago, and I must say that I was somewhat 
perturbed, in reading this hearing, to notice that the committee mem- 
ber, in a question, asked Mr. Mason to convey to Secretary Brannan 
his belief that the regulation ought to be waived, and the logs should 
be permitted to be shipped out. 

I think that that is wrong; wrong in the long run for the Nation, 
and very, very bad for Alaska. 

Now, Mr. Chairman and members of the subcommittee, I have 
occupied the stand probably too long, because what you properly 
should have, of course, is expert testimony from the Forest Service 
on this subject, but I did want to impose upon your kindness to speak 
generally on this subject, and to try to indicate to you what it would 
mean to us in Alaska, as well as the Nation, which is short of newsprint 
and other pulp products, and to the world, if we can get this operation 
really rolling up there. 

I think the reasons that it is not are to a considerable extent psy- 
chological and can be readily overcome by a cooperative attitude on 
the part of those interested. 

More than any other one thing, it seems to me, this would improve 
Alaska’s economy, immediately and directly. 

I do hope that you will find it possible to visit southeastern Alaska, 
and all of Alaska as a matter of fact, but particularly southeastern 
Alaska, and see for yourselves what we have there, and make your 
own estimate of the possibilities. I hope that you can do that soon; 
and IT am convinced that when vou have, you will agree with me 
that, for the sake of the Nation, we ought to start putting into pro- 
ductive use some of Alaska’s natural resources which have been dor- 
mant, lying there unused, for too long. 

Thank you. 

Mr. Beckwortn. Mr. Bartlett, the committee certainly does appre- 
ciate your statement and is grateful for the invitation that you have 
extended; we hope we shall be able to accept the invitation at some 
later date. 

What do you regard as the primary obstacle to this development, 
thinking of the past? You did mention that it was psychological, 
but has there been any other obstacle that has been major? 

Mr. Barrierr. There are or rather were a few obstacles. (A), of 
course, is that existing sources could supply the market, and so, why 
take a gamble on a multimillion dollar venture in Alaska ? 

(B) Some years ago the companies were not entirely satisfied with 
the form of contract which the Forest Service was willing to enter 
into. That has been adjusted. 

_ (C) We have in Alaska a very vexing problem relating to aborig- 
inal rights to our native people, the Indians, the Eskimos, and the 
Aleuts. Here in southeastern Alaska we find somewhere around 6,000 
Indians, two different tribes, who have asserted certain claims to that 
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land now lying within the boundaries of the national forest. For a 
long while, it seemed impossible that any industrial enterprise could 
go ahead there, in view of those claims. We still have not settled 
that matter, I am unhappy so say, and it is highly complex, and there 
is a lot of merit on both sides. But surely, the aboriginal people, 
as represented by their modern-day successors, the Haidas and 
Tlingits, have every right to assert what they state to be a proper 
claim, but back in 1947 the Congress passed House Joint Resolution 
205, and the President signed it. That took away that one barrier 
which had existed, because the resolution said, in effect, that the Con- 
gress acknowledges that the Indian people have the right to make 
this claim. 

The Congress has not determined that claim, nor have the courts, 
but the resolution permits pulp operations notwithstanding. 

We will put in escrow, we said, all funds derived from the sale of 
timber, and we will maintain that money in escrow until a final deter- 
mination is made of the claims. 

In the meantime, the Congress authorized the Secretary of Agri- 
culture to enter into contracts with producing companies for the use 
of the timber. 

And that is the way the situation rests now. 

Those three obstacles were in the way. They are all gone now. 
And, whether I am right or wrong, I do not know, I am not a pulp 
expert, I am not an economic expert, but I do think that perhaps here 
the psychological factor enters into it to a greater extent than in many 
situations. 

Mr. Worverton. To what extent are the tax laws presently acting 
as deterrents for new capital to go into the district / 

Mr. Bartierr. Within the Territory itself, you mean ? 

Mr. Wotverton. Yes. 

Mr. Barrierr. Until 1949, there were no Territorial taxes whatso- 
ever, Which would have been levied against such an enterprise. Then 
a law was passed requiring that those within the Territory pay to the 
Territorial government 10 percent, by way of income tax, of the 
amount paid to the Federal Government. 

A property tax was also levied. 

But the law made provision for treating new industries, such as 
this, in a manner that would allow them to come in and not be con- 
fronted by anything that could be regarded as excessive taxation. 
1 do not think that we will have any difficulty that way at all, Mr. 
Wolverton. 

Mr. Wotverton. Would they be subject to our Federal laws? 

Mr. Barrierr. Yes; they would be subject to our Federal laws. 
And they would get similar relief, if found justified, to companies in 
the States in respect to the obtaining of certificates of necessity. But 
all of the Federal laws apply to Alaska. 

Mr. Wotverton. You do not think, then, that the present tax laws 
would be any greater deterrent there than they would be in the States / 

Mr. Barrier’. Oh, no. Of course, every added cost makes a busi- 
nessman scratch his head and wonder whether he ought to make an 
investment, and to that extent the tax laws do, I suppose, slow up a 
development. But it is no more, I should suspect, than in Oregon or 
in Washington or any other pulp-producing State. 
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There has been, I should add, a feeling on the part of at least some 
of those interested, and on the part of certain business organizations, 
and chambers of commerce in Alaska, that payment of Federal taxes 
for such enterprises in the Territory ought to be waived outright, or 
payment delayed so that it could be made at a future date in lesser 
measure; and I agree that it would be well for the appropriate com- 
mittee to examine into that, but whether anything constructive would 
result in these days when we are told we have to get more taxes instead 
of having fewer, I frankly do not know. 

Mr. Wotverron. Well, it seemed to me that, this being so largely in 
the nature of investment of risk capital, if consideration could be given 
to that phase of it, it might be an encouragement to companies to go 
into this new area. We assume the importance of building up the 
economy of Alaska, and it occurred to me that proper tax relief legis- 
lation might be helpful in encouraging companies to go in there and 
start new enterprises. 

Mr. Bartierr. It would, Mr. Wolverton; T agree with you whole- 
heartedly on that. In these days when the Federal income taxes and 
associated taxes bear so heavily, it is tremendously difficult to get 
venture capital to go so far afield. They are just reluctant to do it. 

In the days when the tax load was not so heavy, a man would take 
a chance with $100,000, or $1 million, to a degree that he is not willing 
tonow. That is very apparent. We find a lot of trouble in getting 
venture capital to go North, for a variety of reasons: and if we could 
obtain a situation such as you suggest, I honestly believe that it would 
be of material assistance. 

Mr. Woiverron. We begin to look upon Alaska as of great impor- 
tance to our security and defense as a nation, and I think that there 
is a general awakening as to the importance of Alaska. And if we 
give that the proper degree of importance that I, personally, think 
there should be attached to it, it seems to me that it would be a sensible 
policy to consider those ways and means by which the economy of 
Alaska could be built up and strengthened. 

Mr. Barriuerr. You are talking good common sense there. We do 
not often do the job whole. From the time World War II started, the 
Department of Defense has objected, if I may use that word, against 
having to operate in sort of a vacuum in Alaska. It has wanted busi- 
ness established and industries established so that it would not have 
toship everything for thousands of miles. It wanted a going economy 
which would bring people there. 

The Army needs people around for services, and in the final decision, 
maybe, tocarry guns. We appropriate money without too much ques- 
tion for the direct military job, and only the other day the House 
Armed Services Committee included in the public works authorization 
S337 million for Alaska. 

We will do it because it needs to be done; and it seems to me that 
we could well afford to spend a much lesser sum to do the remaining 
part of the job: To build the civilian economy. But we have taken, 
to date, half-way measures. I think the time has come, as you have 
just indicated, when we ought to make a more aggressive effort to 
develop the whole Territory, because, of course, the benefits will flow 
immediately to the 48 States as well as to Alaska. 
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Mr. Worverton. During our investigation of this subject, we found 
that sulfur is a bottleneck. Does Alaska have any sulfur deposits, to 
your knowledge ¢ 

Mr. Barrierr. Right now, Mr. Leo Saarela, the Territorial commis- 
sioner of mines, and the Alaska Development Board to which I referre«| 
a while ago, are causing an inquiry to be made or are making an inves- 
tigation as to the possibilities of those deposits out in the Aleutian 
Islands. It has long been known that there have been some sulfw 
deposits on some of the islands. Their extent is not yet known. 

Mr. Heuer. Mr. Bartlett, would there be any problem in getting 
enough people to work in cutting the timber ¢ 

Mr. Bartietr. No, sir. You can always get people to work where 
you pay them the going wage. 

I can state that very categorically, because at Anchorage and Fair 
banks this spring, there was a tremendous surplus of labor that 
went up there waiting for the Army construction jobs to open. There 
would not be any trouble about that, at all. And it is a very livable 
part of the world, is southeastern Alaska. There is a mild climate, 
lots of recreational possibilities, fishing and hunting, and plenty ot 
people enjoy living there, including me. 

Mr. Harris..Why, in your opinion, have companies gone into 
British Columbia and established mills, instead of going into Alaska? 
For instance, I understand the Columbia Cellulose Co. went into 
Prince Rupert and established a mill just a short time ago. 

Mr. Bartuerr. I really would like to be able to answer that ques 
tion, but ITcannot. It is very interesting. 

I read an article by my friend Mr. Richard L. Newberger just 
the other day, and he went up for the dedication of that plant, and 
in this article he said that for obvious reasons the plant was opened 
in British Columbia rather than in Alaska. 

1 wrote to Dick Newberger, and I said, “What were those obvious 
reasons?” And he came back and he said he was not quite sure, 
either. 

In that connection, Mr. George Sundborg, of the Alaska Develop 
ment Board, prepared a study, which I would like to furnish for the 
record, demonstrating, as I recall it—and I have not read it for a 
couple of months—that the tax burden in British Columbia is greater 
than in Alaska. 

I assure you, Mr. Harris, that it is not because the supply of timber 
is better in British Columbia. That obviously would not be the 
case, because the plant is not any more than in the neighborhood of 
100 miles from Ketchikan. But—and what I say now is entirel) 
rumor—I heard that the people whe operate the Canadian plant are 
not too happy over their timber resources, and they have made pre- 
liminary casts aimed at securing some of their logs from Alaska. 
And before the Monopoly subcommittee, I noted that voluminous 
testimony was given by a citizen of Vancouver, British Columbia, 
who said that the proper thing would be to take the logs out and ship 
them elsewhere, and not process them in Alaska. 

So I do not know the exact answer, though I would like to. 

Mr. Harris. I got perhaps the wrong impression, but I have the 
feeling, from indications given to me, that it was put at the particular 
place in British Columbia with a view of obtaining this timber from 
the Forest Service over in Alaska. 
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Mr. Barrietr. Well, you might have something there. 

Mr. Harris. If that assumption or indication were correct, I should 
like to know just why they would go, then, into British Columbia 
instead of into the heart of the resource where it is so plentiful. 

Mr. Bartierr. So would I. 

I can tell you this, that Mr. B. Frank Heintzleman, the regional 
forrester of Alaska, who has spent most of his working lifetime trying 
to get this industry going in southeastern Alaska, does not believe that 
our logs ought to go to any plant in British C olumbia, or anywhere 
else. He wants them put through the mill or mills right in the 
Territory. 

Mr. Harris. A good many years ago, down in my part of the country, 
in the Southwest, a paper mill was located at Spring Hill, La. It is 
only 3 miles from the Louisiana-Arkansas line, and a major part of 
their timber comes from the Arkansas area, which is my own particular 
area. We looked into it, and we found out why it was placed below 
the line instead of above, in our State. We found out that there were 
a number of things causing it, and one was the tax advantages that they 
would have. 

1 am not sure it still exists, but Louisiana gave a 10-year tax-free 
program to any new industry, and that was the motivating reason of 
voing into Louisiana instead of coming into Arkansas, where they got 
most of their resources. 

Now, having in mind that experience, where there was something 
behind people making decisions when they invest their money, it occurs 
tome that there must evidently be something existing in this particular 
-m ance where there is only 80 miles difference, and there is a stand 

f timber which has never been touched. 

Mr. Barrierr. I agree with you, and I would like to know the 
answers to that myself. 

Mr, Dotutver. The reasons were obvious, I think. 

Mr. Harris. We knew what they were down there, and he seems not 
to know what they are up there. 

Mr. Wotverton. Will you yield for just a question ? 

Did the capital that went into the plant that Mr. Harris refers to 
come from Canadian money, or was it American money ¢ 

Mr. Barrierr, I have to plead ignorance ; I cannot answer that. 

Mr. Wonverton. It occurred to me that if it was Canadian money, 
they characteristically wanted to keep it in their own jurisdiction. 

Mr. Barrierr. We had another situation here along that line. 

Mr. Wotverron. I have seen so much evidence of that recently that 
it occurred to me that there might be something in the fact that it is 

Canadian money that went into the enterprise. 

Mr. Barrierr. Surely, if it is all Canadian money or the majority 
is Canadian money, they would want to put it in their own country; 
that is natural. And so we ought to want to do, so far as our own 
country is concerned ; and Alaska is a part of it. 

ne ‘Wonverton. Mr. Harris has brought up about the Louisiana 
ind Arkansas situation, and the advantage being gained through tax 
laws in Louisiana. I have had some experience in that sort of ‘thing, 

nid one of our great companies, in the city of Camden, came in there— 
the New York Shipbuilding Co. went into Camden because they were 
ee eved from the payment of taxes for a period of years. That made 

we difference between them selecting Camden and some other locality. 
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It certainly has worked to the advantage of the city of Camden to have 
that great industry located there. 

It may be off the subject, and yet still on the subject, as far as 
newsprint is concerned. I think that we ought to give more consid- 
eration to creating inducements for capital that can be appropriately 
used in Alaska, to go in and make the venture or take the risk, if it is 
such, to the end that the economy of Alaska, which is so important to 
us, would be build up and strengthened. 

Mr. Barrierr. I appreciate your saying that, Mr. Wolverton, and 
I hope as a result of this investigation that perhaps the committee wil! 
agree upon that, and maybe something constructive can result. 

As I say, on the Alaska Territorial scene, it is not likely that the tax 
mater has been a deterrent, because until 1949 there were no Territoria! 
taxes that would have been placed against a company. 

Mr. Wotverron. I was not looking at it from the standpoint of any 
local tax being a deterrent, so much as I was the Federal tax on corpo 
rations of this country that would be doing business there. 

Mr. Barrierr. Precisely; and I think that your point is entirely 
valid, because even today, for many companies Alaska is far away, and 
they figure if they risk their capital there might be a total loss. If, in- 
stead, their venture is successful, their return is not very good on ac- 
count of the tax structure. 

Mr. Worvertron. You have very properly emphasized the transpor- 
tation facilities by water, and I realize that is a cheap mode of trais- 
portion as compared to some other modes. 

Right on that subject, is this territory that you have referred to 
today in touch by roads so that overland or truck transportation could 
be utilized ¢ 

Mr. Barrierr. Unfortunately, no. The Alaska Highway runs clear 
over far to the east. The only connection with southeastern Alaska is 
one that is made by a so-called Haines cut-off, the southern terminus o! 
which is at the community of Haines, about 149 miles from the Alaska 
Highway. 

My wife and two children made that trip earlier this month, and 
they drove from Washington and came up to Whitehorse, and the 
down to Haines, and then they had to fly to their home at Juneau. But 
there is no connection between the several communities in southeastern 
Alaska or between any of those communities, except Haines, and the 
interior road system. 

There are discussions now and hopes that one or more roads can be 
constructed, because there are some pretty good routes there. As you 
understand, in the main, road construction tends to be expensive, be- 
‘cause of the character of the terrain. But there are two or three good 
routes that would lead to the interior. 

Mr. Harris. On other question, and then I am through. 

We have some information that the Puget Sound Pulp & Timber Co. 
had some intention of constructing a mill up there, and do you know 
anything about that ¢ 

Mr. Bartierr. That is the very company to which I referred at the 
outset, or close to the outset. 

Mr. Harris. I thought you said the Ketchikan company. 

Mr. Bartterr. Well, that is a joint venture on the part of Puget 
Sound Pulp & Timber Co. and the American Viscose Corp. 
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Mr. Harris. Thank you very much. I, too, want to express my 
gratitude for your appearance here to give us this information and the 
invention to Visit your area at such time as we might have an oppor- 
tunity. I have never been to Alaska, and I hope that I can go. 

Mr. Dottaver. I join in that. 

Mr. Beckworrn. Without objection, the Chair will include in the 
record a statement by Mr. L. K. Olson. 

(The statement referred to is as follows :) 


STATEMENT oF L. K. OLSON, REPRESENTING PACIFIC PAPERBOARD Co., LONGVIEW, 
WASH. 

My name is L. K. Olson, representing Pacific Paperboard Co. of Longview, 
Wash. 

We have a small nonintegrated paperboard mill at Longview, Wash., turn- 
ing out about 5,000 tons of paperboard per month. Our paperboard goes to 
convertors who, in turn, make general package containers for foodstuffs and 
clothing for both civilian and defense use. At the present time, approximately 
30 percent of our output finds it way directly to the Army Quartermaster. 

We are end users of sulfur. We require approximately 500 tons of sulfite 
per month (to line the board where it is used for food containers). We get 
our sulfite from a large, integrated mill. It takes that will 50 to 75 tons of 
sulfur to manufacture our 500 tons of sulfite. 

As a small nonintegrated mill, we have been having a desperate time getting 
sufficient sulfite to keep our mill going. Through regular channels we are 
able to get an allocation of only 90 tons per month. We finally were able to 
make a deal with a large integrated mill to get 500 tons of sulfite a month in 
return for 500 tons of board. 

Last week we received the following letter from our sulfite supplier 

“On June 5 NPA issued Order M-69 which, beginning June 1, limits the useage 
of sulfur by any user to 100 percent of his 1950 usage. The order is apparently 
designed to prevent expansion of sulfur-consuming industries, but in the case 
of our Port Angeles sulfite mill it will have the effect of drastically curtailing 
production, because we did not operate that plant full in 1950, and our average 
monthly sulfur use was 210 tons, whereas we need about 295 tons for full 
operation. The order would cut our sulfite production at Port Angeles from 
1,900 tons per month down to about 1,330 tons, and would force drastic cuts 
in the pulp we are shipping to our customers, even though we curtail our own 
usage very severely. As our largest customer for sulfite pulp, Pacific Paper- 
board would be effected very severely.” 

From the urgent pleas that we have been receiving from convertors manu- 
facturing paper boxes for the defense effort, it would appear that our monthly 
production is quite important to the defense picture. Notwithstanding that, 
our apparently essential production is going to be sharply curtailed for the 
want of 50 to 75 tons a month of sulfur in the hands of our sulfite supplier. 
Furthermore, it should be significant to this committee that we, as a little, 
nonintegrated mill, will bear the brunt of this cut-back notwithstanding the 
defense interest in our output. 

I have given you the facts of our case. The lifeblood of our company is at 
stake if we can’t get sulfite. Also, we believe it means a great deal to the defense 
program. 

We have no solution to offer, but, of course, we have our own ideas. We be- 
lieve that sulfur production could be stepped up and we believe that the existing 
supply could be allocated without choking off small, essential mills like ours. As 
to the stepping up of production, if the big sufur companies cannot increase their 
output, we can’t help but wonder why the Government, the Bureau of Mines in 
particular, has been so slow in giving assistance to new sulfur developments. 
We happen to know, for example, that it took the Bureau of Mines 5 months to 
grant a necessity certificate for the development of exposed sulfur deposits in 
Park County, Wyo. We understand that certain geologists and engineers are 
of the opinion that this deposit could economically produce 60,000 tons a year 
Within 6 to 8 months. We aren’t in the position to know all the facts, but if this 
Wyoming deposit is worth assistance, the assistance should have been given 
quickly, not after several months of delay. Trade journals have been predicting 
this shortage since early last fall. 


80176—51—pt. 1——-28 








380 NEWSPRINT INVESTIGATION 


In summary, our little outfit, as end users, is being hard hit by the sulfur 
shortage and by NPA Order M-69. Our business and our contribution to defense 
are being seriously threatened by the impending cut-backs. 

Mr. Becxwortn. I want to say, in addition to what has been said 
here today, that there has been considerable interest evidenced by some 
of our newsprint users in the area from which I come, speaking of 
Texas as a whole, in a development like this. I have had some letters 
in the last 2 weeks that have been directed to this very subject, the 
development of paper making facilities in Alaska, and even an indi- 
cation of manners and ways by which capital could be provided. 

I think that that, in itself, is one of the good signs that has been 
absent in the past. There is an interest that seems to be gathering 
strength, and that I have not seen a great deal of prior to this time. 

Mr. Bartierr. We know that the small publishers, especially, are 
hard put to it to get newsprint now, and they are very interested in 
this. 

Thank you very much. 

Mr. Beckwortu. Because the House is meeting at 11 o'clock today, 
the subcommittee will have to adjourn, and we will try to meet at 
10 o’clock Monday, and we shall be happy to have the Forest Service 
with us then, if that can be arranged. 

(Whereupon, at 11 a. m., a recess was taken until 10 a. m. Monday, 
July 30, 1951.) 
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MONDAY, JULY 30, 1951 


House or REPRESENTATIVES, 
SprectaL SUBCOMMITTEE OF THE COMMITTEE 
ON INTERSTATE AND FOREIGN CoMMERCE, 
Washington, D. C. 


The special subcommittee met, pursuant to recess, at 10 a. m., in 
room 1334, New House Office Building, Hon. Lindley Beckworth 
(chairman of the special subcommittee) presiding. 

Present: Representatives Beckworth, Harris, Heller, Wolverton, 


and Dolliver. 

Mr. Beckwortu. The subcommittee will come to order. 

The first and only witness we will have is Mr. Burnett Payne, of 
the Division of Timber Management of the Forest Service of the 
Department of Agriculture. 

Mr. Payne, without objection, the Chair desires to include in the 
record a letter that was written to Mr. Celler, chairman of the Sub- 
committee on Monopoly Power, which I understand Mr. Celler has 
sent to the clerk of the subcommittee. 

(The letter referred to is as follows:) 


Wa tter S. Ciueston & ASSOCIATES, 
Cambridge City, Ind., July 4, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Subcommittee of Monopoly Power, etc., 
Washington, D. C. 

My Dear Mr. Cetrer: In your letter of July 10, 1950, you stated: “I agree 
that the important thing is to develop additional newsprint production in this 
country.” In this letter I want to show you how you fellows while talking free 
enterprise (both parties) are slowly choking it to death. We have been con- 
tacted by a newspaper publisher who uses 300 tons of newsprint a day asking for 
an assured newsprint supply. Due to inflation a standard newsprint mill cost 
is prohibitive. So we have proposed a de-linked setup, SO percent old newspapers, 
balance semicooked woodpulp to be built on the Ohio River in southwestern 
Indiana, at a cost of $6,000,000. 

This man has $1,500,000 in cash. I spent a very pleasant 2 hours with Mr. 
White, president, Indiana National Bank of Indianapolis, Ind., the largest 
bank in Indiana, being informed as to the interesting orders mostly from uncon- 
stitutional agencies (my opinion) and laws which would not allow said bank 
to help develop this proposed mill, which can and will be used as a foundation 
to build a newsprint industry in the Central States area. Prudential Insurance 
informed me they could, only under laws, ete., lend 50 percent of appraisal, ete. 
However, a private corporation advised they could raise the $4,500,000 needed if 
no further orders, etc., were issued. 

From this mill with all Central States development agencies cooperating we 
can develop a tree planting program to give us the necessary trees to grow 60 
percent of newsprint requirements for these United States. If there is any use 
for a newspaper in the next 20 years, without liberty we don’t need newspapers— 
just graveyards. 


381 











382 NEWSPRINT INVESTIGATION 


Dr. Martell of Purdue University, LaFayette, Ind., will call a meeting to pub- 
licize this development as soon as we are operating. 

I have talked to representatives of both parties in Indianapolis and have been 
assured by the Democrats they would help in any way to secure an early Dy 
order for machinery from the Republicans I have received wind as yet. 

I am expecting your support on this if this man decides to go ahead with this 
mill, What about it? I am sending a copy of this letter to Senator Capelart. 

Yours very truly, 
WALTER S. CLuGsToON. 


Mr. Becxwortn. Without objection, the chair further desires to 
include a letter from the Jayton Chronicle, a Texas weekly newspaper, 
that evidences the apparent plight of a good many smaller newspapers, 
and the Chair desires to observe that he has been in touch with many 
small newspapers in Texas, and it is rather astounding to find some 
of the difficulties that they are facing at this time. And, as has been 
said before, they all are apparently of the opinion, that is, the ones 
that have written me, that the situation is going to get worse with 
reference to the smaller papers, and not better. 

(The letter referred to is as follows :) 


THE JAYTON CHRONICLE, 
Jayton, Tex., July 27, 1951. 
Hon. LINDLEY BEcKWoRrTH, M. C., 
House Office Building, Washington, D. C. 

Dear Sir: Happy to receive your note of inquiry concerning the newsprint 
situation. It comes at a most opportune time. I am enclosing for your informa- 
tion a letter received from our newsprint jobber only today. The letter is self- 
explanatory. 

Never, during World War II, were we denied our quota of newsprint, and we 
could and did manage to publish continuously all during the war years. 

We have been put on an allotment, as you know. The order referred to in the 
enclosed letter is for our regular shipment. We do not have on hand enough 
paper to publish a minimum of four pages a week from now until the pape! 
company will be able to supply us. Since we have always purchased paper 
from this firm, we have no allotment or quota established with any other firm. 

Unless I am fortunate enough to find a fellow publisher to share his own 
scarce stocks wtih me it looks as if we may be on the way out after 31 years 
of publishing continuously. 

Anything you or your committee may be able to do to save us small weeklies 
will certainly be appreciated. 

Respectfully yours, 

Evpon C, WADE. 


SOUTHEASTERN PAPER Co., 
Fort Worth, Tex., July 26, 1951. 
The JAYTON CHRONICLE, 
Jayton, Tez. 

GENTLEMEN: We acknowledge the order given Mr. Acton, just received, for 
10 reams of 30 by 44—49 Newsprint for shipment August 15. 

We have just received word from the mill that our newsprint allotment has 
been cut to practically nothing and we hasten to advise you that it will be 
sometime toward the latter part of September before we can make shipme!! 
of this order or any part. This depends, of course, upon what the mill sends 
us and they promised to make us a shipment the latter part of September. 

Yours truly, 
DUER BURTON, 
Sales Manager. 
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STATEMENT OF BURNETT PAYNE, DIVISION OF TIMBER MANAGE- 
MENT, FOREST SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE, WASHINGTON, D. C. 


Mr. Payne. My name is Burnett Payne, and I am assistant to Ira 
Mason, who is Chief of the Division of Timber Management in the 
Forest Service, Department of Agriculture. 

My experience is in the field of logging engineering, and primarily 
in the Pacific Northwest. 

Before sangeet with my statement, I would like to enlarge a lit- 
tle on a subject which Delegate Bartlett spoke of Friday. 

Mr. Becxworrn. Mr. Payne, are you the assistant to Mr. Mason 
who was here the other day ¢ 

Mr. Payne. I am one of his assistants, and deal particularly in 
timber sales. 

Mr. Beckworrn. For the record, how long have you been in the 
Forest Service ¢ 

Mr. Payne. I have been in the Forest Service under permanent 
appointment since 1935. 

Mr. BeckwortH. And you have been negotiating with reference to 
timber sales how long? How long have you been in that particular 
field in an active way ¢ 

Mr. Payne. In an active way, for about 12 years. 

Mr. Beckworrn. So you are cognizant of the many factors that 
enter into that kind of transaction ¢ 

Mr. Payne. That is correct. 

Perhaps you have read some of the news stories about the Ketchikan 
pulp and timber unit. Late Thursday afternoon, July 26, the Chief 
of the Forest Service made final award to the Ketchikan pulp timber 
unit to the Ketchikan Pulp & Paper Co. 

You may recall that this particular purchaser submitted a bid for 
the timber in August of 1948, and qualified for the preliminary award. 
The purchaser has now submitted satisfactory evidence of ability to 
proceed with the construction of the required 300-ton capacity pulp 
mill, and has met the qualifications for final award. 

The Ketchikan Pulp & Paper Co. at present has offices in Belling- 
ham, Wash., and is equally owned by American Viscose Corp. of Phila- 
delphia, one of the major producers of rayon and cellophane, and by 
the Puget Sound Pulp & Timber Co. of Bellingham, Wash., who are 
pioneer pulp producers in the Pacific Northwest. They have a modern 
400-ton capacity plant producing bleached sulfite pulp located at 
Bellingham, Wash. 

It is proposed to erect at Ward’s Cove about 6 miles northwest of 
Ketchikan, a modern ee > plant with an initial capacity of 300 tons 
daily, to produce high sloha pulp suitable for the manufacture of 
rayon and cellophane products. The major part of the production of 
the plant will be contracted by the American Viscose Corp.; and the 
Puget Sound Pulp & Paper Co. will be responsible for the construction 
and operation of the new mill. 
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A certificate of necessity covering the proposed plant has been is- 
sued by the National Production Authority covering 65 percent of 
the cost of the plant, and providing for 5-year amortization of tliat 
percentage of the cost. 

I do have here additional copies of the press release, and copies of 
the contract as finally awarded, for the committee if they desire them. 

There is attached to the contract a sketch or a diagramatic map 
showing the location of this particular sale offering in relation to 
other Alaska units. 

Final award of this sale is a major forward step in putting the 
timber resources of Alaska to work for Alaska and the Nation. 

I should like now to touch on some of the background for such 
development, and give some reasons why this sale, and we hope others, 
are possible. 

The so-called panhandle of the Territory, which extends southerly 
as a narrow strip approximately 400 miles in length along the west 
side of northern British Columbia, has three prime requisites for the 
production of newsprint paper or pulp, namely, a large volume of 
suitable timber, adequate potential power resources, and substantial 
supplies of suitable water. 

Its pulp species are western hemlock and sitka spruce, the species 
which are the chief support of the large pulp and paper industry on 
the coast of British Columbia and in the Pacifie Northwest. 

The power resources consist of well-distributed and easily develop- 
ed water power sites, primarily the lakes. 

Other large timber units located in the vicinity of Sitka, Peters- 
burg and Juneau, are now being studied by interested parties. News- 
print manufacture is the objective of at least two of these parties. 

Some of the favorable features for the development of Alaska news- 
print are as follows: 

A network of deep, narrow sea channels throughout southeast 
Alaska provides a ready-made mainline transportation system for 
logs from all parts of the forest area to milling centers near existing 
towns, or to other prospective mill sites. 

The tidewater location of the mills would facilitate the shipment of 
the output to markets in the United States. The inside passage, which 
extends from the Puget Sound cities along British Columbia and 
throughout southeast Alaska, provides a protected seaway for the 
movement of Alaska pulp and paper to the nearest terminals of trans- 
continental railroads, and to the Pacific Northwest cities. 

The distance by water from Ketchikan to Prince Rupert, British 
Columbia, a western terminal of the Canadian National Railroad, is 
95 miles; and to Bellingham, Wash., on the Great Northern Rail- 
road, is 570 miles. 

The accessibility of the Alaska plant sites to railheads compares 
favorably with and in some instances is considerably better than that 
of some British Columbia pulp and paper plants which have long 
operated successfully. 

The inside passage is well adapted to the operation of barges or 
railroad car ferries to Prince Rupert and Puget Sound. 

The warm current of the North Pacific Ocean gives the region 4 
climate not unlike that of the Pacific Northwest, with the result that 
a logging season of 9 to 10 months is feasible, and the sea channels 


are never icebound. 
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The commercial timberlands of the region are largely included in 
the Tongass National Forest; and the Forest Service, Department of 
Agriculture, as the administrative agency, will follow a policy of 
managing these timber lands primarily for the production of pulp 
timber, and on a sustained-yield basis. 

This national forest has an estimated timber stand of almost 80 
billion board feet measure. If devoted primarily to newsprint pro- 
duction, at least 1 million tons of paper and large quantities of lum- 
ber, plywood, and other nonpulp products, could be produced an- 
nually in perpetuity. One million tons of newsprint represents about 
one-sixth of the present United States consumption. 

Alaska timber is satisfactory for most of the usual kinds and grades 
of pulp and paper, and the Forest Service does not require that any 
particular kind or grade of paper or — be manufactured. How- 
ever, it is believed that this region offers special advantages for news- 
print in respect to power resources, timber species, timber supply, 
and water supplies. 

Large mills are the rule in the newsprint manufacturing industry, 
especially in Canada; and there are few places on United States soil, 
outside of Alaska, where it is now possible to block up the huge long- 
term timber supply which will justify the installation of a new plant 
of, say, 500 to 600 tons of newsprint daily. 

In Alaska, as in most Canadian situations, title to the timber supply 
for a plant is retained by the public until cut, and payment is made 
currently as cutting proceeds. Such a pulp and paper enterprise 
would thus be largely relieved of a heavy capital investment in tim- 
ber, and the risk of loss by fire, insects, and disease. However, these 


advantages to the operator are taken into account in the petesie re- 


adjustment of stumpage rates, which are a feature of all long-term 
sales of Government timber. All logging operations of a timber pur- 
chaser in the national forests of Alaska are conducted under the di- 
rection of the Forest Service, and in such manner as to keep the cut- 
over areas in good timber-producing condition. 

Engineering studies of the relatively small but high-altitude lakes 
which occur throughout southeast Alaska show these lakes to be well 
adapted for development of the large quantities of power required by 
newsprint mills. A modern mill making 500 to 600 tons of paper daily 
can use advantageously around 50,000 horsepower. Ample potential 
water power is available to supply the four or five large mills which 
the timber of the region can support. The total quantity of unde- 
veloped water power available for development in southeast Alaska 
is shown by cooperative studies of the Federal Power Commission, 
Geological Survey, and the Forest Service to be approximately 800,- 
000 horsepower. 

The 20 to 25 percent of spruce contained in the average Alaska 
hemlock-spruce timber stand is a feature of special interest to news- 
print manufacturers. A high proportion of light-colored spruce fiber 
in ground wood pulp improves the color of newsprint paper. In most 
cases newsprint plants can be located adjacent to existing towns, a 
feature which obviates the necessity for establishing company towns. 

Living conditions in these Alaska towns are good. The existing 
industries, largely fishing, lumbering, and mining, experience no 
special difficulty in holding employees with families. 
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The existing local population of southeast Alaska, whites and 
Indians, totaling approximately 25,000, can supply a large share of 
the mill and woods workers required by the pulp and paper industry. 

The Pacific Northwest has a great Skilled labor pool available to 
Alaska, especially for forest industries. 

The large investments involved in the large production units re- 
quired for economical operation in the newsprint industry call for 
timber-use contracts covering periods as long as 50 years and having 
commensurate timber volume. The Forest Service is prepared to offer 
such timber contracts, and on terms which will safeguard the public 
interest involved in this publicly owned timber, and also provide ade- 
quate security for the plant investments. 

The form of timber contract covering the Ketchikan pulp project 
is available for public inspection, and you have a copy of that contract. 

Large sales for newsprint plants, if made, will likely be covered by 
very similar contracts. 

The timber-use policies are aimed at having the Tongass National 
Forest provide the raw material for the development of a large-scale 
permanent timber industry in the region, based primarily on pulp and 
paper production but also on an integrated system of timber industries 
which will make the best use of every species and grade of timber 
available. 

The associated industries might range from sawmills and plywood 
plants, perhaps, to wood novelty factories and the production of cedar 
telephone poles and shingles. With the virgin timber stand of south- 
east Alaska still largely intact, a start from scratch can be made in 
building up a region of model logging and manufacturing develop- 
ments, modern mills, and a population of permanent Alaska work- 
ers skilled in local logging methods and in the varied trades of the 
several woodworking plants. 

The almost complete ownership of timber resources by the Fed- 
eral Government, and its administration by a single public agency, 
greatly simplify the establishment of an orderly region-wide timber 
industry development here, including the application of the sustained- 
yield principle of timber management. 

This concludes the statement that I have prepared. 

Mr. Dotiiver. The Tongass National Forest is all completely under 
the control of the Department of Agriculture ? 

Mr. Payne. That is correct. 

Mr. Do.tiver. It is a national] forest, and the Department of the 
Interior has no control over the Tongass National Forest? 

Mr. Payne. A minor amount, sir; in the Tongass Timberland Act, 
passed by the Eightieth Congress, there is specific provision that 
title to land in the Tongass National Forest may be passed by the 
Department of the Interior for plant sites, and the Department of 
Agriculture has authority under that act to sell the timber. We do 
not possess the authority to sell land. That is specifically reserved to 
the Department of the Interior. 

Mr. Dottaver. Does that same situation prevail throughout the 
Territory of Alaska? 

Mr. Payne. No. That prevails only on the two national forests, 
the Tongass and the Chugach, which make up part of Alaska known 
as southeastern Alaska. 

Mr. Dotutver. Where is the Chugach Forest? 
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Mr. Payne. The Chugach Forest extends from the Kenai Peninsula 
along the north coast of Prince William Sound. 

Mr. Douiiver. It is near Anchorage? 

Mr. Payne. It does not extend as far north as Anchorage. 

Mr. Doxiiver. Are there other portions of Alaska besides these two 
forests which you have mentioned which are tree bearing? 

Mr. Payne. Yes. 

Mr. Dottiver. Those are under the control of the Interior Depart- 
ment ¢ 

Mr. Payne. That is correct. 

Mr. Dotiiver. Where are those located ? 

Mr. Payne. I cannot give you any detail except that they are gen- 
erally north of Prince William Sound, and they are extensive forested 
areas covered with the so-called pulping species commonly known in 
the East, including white and black spruce. 

The forests in southeastern Alaska, on the Tongass and Chugach, 
contain western hemlock and Sitka spruce, the coast type that is com- 
mon in Puget Sound territory, whereas the interior forests of Alaska 
contain a generally smaller stand; that is, the trees are smaller and 
the stands per acre are lighter. But they are extensive. 

Mr. Doxutver. Do you have any information as to whether the 
Interior Department has taken any interest in the development of the 
pulp resources in the Territory over which they have control? Or 
maybe Mr. Bartlett can answer that, if you do not care to. 

Mr. Barrierr. I would say, Mr. Dolliver, the timber resources 
within the jurisdiction of the Interior Department would not be suit- 
able for pulp. The timber stands on the public domain, while locally 
important, could not be utilized for a pulp operation. 

Mr. Dotutver. So actually the development of the pulp resources 
of Alaska is dependent upon the ministrations or the activities of the 
Agriculture Department through the Forest Service? 

Mr. Barrterr. That is altogether correct; that is correct. 

Mr. Dotaaver. Now, having established that, I note from this map 
which you have produced here the Tongass Forest is divided into a 
number of parts, A, B, C, D, E, F, G, and H. What is the purpose 
of that division ? 

Mr. Payne. Those are local administrative divisions known as 
pulp-timber units. The Ketchikan pulp-timber unit, for example, is 
described as contained within pulp-timber units E, F, and G. The 
Petersburg unit, which was offered also in 1948, was wholly con- 
tained within pulp-timber unit C. The Juneau pulp-timber unit, 
which has been mentioned prominently, is contained almost entirly in 
unit A, whereas the Sitka unit, which has also been under detailed 
consideration, is contained in units B and H. 

The units have been developed for the purposes of breaking down 
the total volume and area for management purposes. 

Mr. Dotuiver. And it is in these several areas that the total esti- 
mated production is 

Mr. Payne. One million tons annually is the total estimated pro- 
duction from the Tongass National Forest. 

Mr. Dotitver. On what is that estimate based ? 

Mr. Payne. That is based upon the total volume of timber in the 
area and producing a new crop on cut-over land within 80 years, 
a so-called 80-year rotation for cropping the timberland. 
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Mr. Dottiver. What provisions are there in the contract which 
you furnished us for the sustained yield ? 

Mr. Payne. We supervise the cutting under logging plans to in- 
sure that we have a chance for natural reproduction to become estab- 
lished after the land is cut. 

There is also provision for making a deposit of 15 cents per hun- 
dred cubic feet under the Knudsen-Vandenberg Act which may be 
used to replant the cut-over area in the event it does not restock 
naturally. 

Experience so far has shown that cut-over lands in Alaska do 
restock naturally very readily. We think that, with the various pro- 
visions in the contract whereby the cutting is supervised by our 
timber-sale officers, we will have no difficulty in continuously produc- 
ing a crop of timber on these lands. 

Mr. Dotiiver. By natural reproduction, you mean that you leave 
some seed trees in each area that will naturally reseed the part of 
the terrain ? 

Mr. Payne. We leave adjacent areas uncut until the cut-over areas 
have become restocked rather than leave individual seed trees, which 
are, in Alaska particularly, subject to windthrow. 

Mr. Dotuiver. What do you mean by that? 

Mr. Payne. If you leave a single tree or a few single trees scattered 
around in a cut-over area in Alaska, they are almost certain to be 
blown down within a very short period. Trees are shallow-rooted, and 
they need the protection of others to withstand the storms. 

Mr. Dotutver. They have a spread root without any taproot ? 

Mr. Payne. There is so much moisture that they are not forced to 
send their roots deeply into the soil; and, besides, the soil is quite 
rocky. 

Mr. Dotiiver. How large an area of living trees would remain 
there after logging operations would take place ? 

Mr. Payne. Well, the timber stands in Alaska are not one con- 
tinuous body of good, usable pulp-timber stands. It is interspersed in 
a very broken manner with scrub areas which do not produce trees of 
merchantable size because of the character of the ground. There are 
also muskeg areas interpersed so that the timber occurs naturally in a 
form approximating what we called staggered settings. By leaving a 
few trees or a stringer of good timber alongside of these scrub areas, 
you will get adequate seed supply. And, by cutting in an area this 
year and staggering your cut to come back into the general area 
periodically, you will leave plenty of seed source. 

Seed for both the hemlock and the spruce are very light and are 
carried by wind very well. 

The logging that has taken place in Alaska to date has been rather 
scattered, but there have been cutting operations for a good many 
years, and we have no cut-over areas in Alaska that have been cut 
over long enough to become reseeded which have not satisfactorily 
restocked by natural means. Thus, we do have some actual experience 
with cut-over land management there to base our plans for this 
operation. 

Mr. Dotitver. This whole area in the Tongass National Forest 
is well watered, is it? 

Mr. Payne. Yes; it is very well watered. 

Mr. Dotttver. What is the average rainfall, would you guess’ 
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Mr. Payne. At Ketchikan, it is as much as 150 inches a year. As 
you get toward the west coast, some of the islands, the rainfall drops 
to somewhere around 60 inches, and it is between 60 inches and 160 
inches. 

Mr. Dotttver. That is ample to foster the growth of new timber, 
is it not ¢ 

Mr. Payne. It is M4 well suited to the type of timber that is 
growing there now and the new crop that is expected. 

Mr. Doutiver. Has this area ever been cut over by anybody in the 
past that history records? 

Mr. Payne. Not anywhere near the entire area; in relation this 
area, very small portions have been cut over for sawlog operations. 

Mr. Dotuiver. Is this timber suitable for sawlog operations as well 
as pulpwood operations ¢ 

Mr. Payne. If this timber were located in areas that are imme- 
diately accessible to large centers of population, it would probably be 
considered saw timber rather than pulp timber, from a size stand- 
point. 

, Mr. Dotiiver. What is the average size of the timber, would you 
say ¢ 

Mr. Payne. Well, there are spruce trees that run to rather large 
sizes, from 40 to 60 inches in diameter. The hemlock trees in the pulp- 
timber units are more of a size from 20 to 30 inches in diameter on 
the average. 

Mr; Dossavem. That is rather a large-sized tree for pulp timber, is 
it not? 

Mr. Payne. It is large-sized timber to be called pulp timber, but 
it is of a species and a class of material that it weil a being used 
in the Pacific Northwest for pulp manufacture. That is the primar 
use put to hemlock timber of the same size produced in Puget Sound. 

Mr. Doxtiver. Is there any fir up there? 

Mr. Payne. There is no Douglas fir. 

Mr. Dotitver. I notice from the news release that it says that this 
is a program which is the result of 30 years of effort on the part of 
the Forest Service to bring the pulp and paper industry to Alaska. 
That seems like a very long time, to me. I wonder what the explana- 
tion is? Why did it take that long to get this first contract made 
for the development of the pulp and paper industry in this area? 
After all, this country has owned Alaska since 1867, and in the mean- 
time the paper industry has left the United States, practically, and 
gone to Canada, and all of this while the Government has had con- 
trol of Alaska and nothing has been done. 

Mr. Payne. Well, I certainly wish I knew all of the answers. Our 
experience dates back quite a while, as we have indicated. In the 
1920’s, there was a substantial amount of interest shown in the Alaska 
timber for newsprint production. 

Mr. Dotirver. Why did it never come to fruition ? 

Mr. Payne. All I know of it is that the contracts that had been 
awarded—and I do not believe they were in firm form—but during the 
depression and the 1930’s, they were canceled out. There was no 
chance, at that time, of the interested concerns ever making satis- 
factory financial arrangements to proceed, and so the contracts were 
canceled out. 
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Since that time there has been nothing as firm again, until our 
offer in 1948, and the bid of the Ketchikan Pulp & Paper Co. 

Of course, I think that it is somewhat like other developments— 
we have a great American custom of flocking together; when we 
develop something, we develop it all in one area, like the textile in- 
dustry in New England. And in recent times, we find that all of the 
pulp mill development that took place in the United States centered 
in the southern States, and there is still a tremendous increase in pulp- 
ing facilities in the South, in spite of the fact that factors of favor- 
able wood and water supply are not nearly as good there as they are 
in Alaska. Perhaps the abundant supply of relatively cheap labor 
has played a part in it. 

Now, Alaska is a territory that requires a pioneering undertaking, 
and you cannot go into it halfway for a pulp plant. You have to 
jump in with both feet. 

This particular pulp plant will require for its supply of raw material 
double the amount that has been cut from the Alaska forests, on an 
average, for the past 5 years. That means that the logging industry 
which is developed in Alaska at the present time does not have suffi- 
cient productive capacity to log the timber for this particular proposed 
mill. It will require an expansion in logging facilities and in living 
facilities, and there are many needed additions to public facilities in 
Alaska of a size to service the needs of a large pulp development. 

Mr. Dotuiver. Without wishing to be discourteous to you or to any- 
body, the complaints that I have heard revolve around the fact that 
these private interests could not get a satisfactory answer or contract 
out of the Department of Agriculture and the Forest Service for the 
development of these resources, back in the 1920’s. That is the sort 
of complaint that I have heard from people who were interested in 
the development of pulp resources of Alaska. 

At that point, it seems just a bit long drawn out to have had this 
proposal made to the Department in 1948, and here it is 1951 before 
you get into a firm contract with them. That seems like a long period 
of negotiations for the development of a resource which has been lying 
idle there and actually going to waste for all of these years. 

Mr. Payne. I think that that is answered in part, sir, by the fact 
that for over 40 years, the Forest Service has had a relatively substan- 
tial business of timber sales in the United States. We have long expe- 
rience in developing contracts for sales of timber for sawmills, pulp 
mills, plywood plants, and we have at the present time literally thou- 
sands of customers. We have had the experience for developing con- 
tracts, though not truly the type of contracts that are needed in Alaska, 
but we have evidenced a willingness to negotiate them for quite some 
lengthy period of time. 

Regional Forester Heintzleman has devoted a major share of his 
efforts to a discussion with parties whom he thought could be inter- 
ested, and it has always been my impression that the Forest Service 
has indicated its willingness to talk contract terms with anybody 
who was seriously interested. 

This particular contract was developed after open negotiations with 
interested parties, in an attempt to work out something that would 
be satisfactory. No one knew until one was developed what was a 
satisfactory contract, and all we had was our general requirements 
to go on. 
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Mr. Dotiiver. The point I am making—and this is in no way 
derogating anyone in particular—but the point I am making is that 
over a period of the last 30 or 40 years, the newsprint industry has 
virtually disappeared in the United States. It has gone to Canada, 
and we have had these enormous resources which you have just out- 
lined in Alaska, of the very same kind of timber, evidently, which is 
being used in Canadian newsprint. industries, and we have allowed 
that whole industry to slip away from us. 

It seems to me that there has been some grease needed on the machin- 
ery to get this thing going, and I certainly am glad that at long last 
you finally have developed a contract, at least for the making of pulp- 
wood in Alaska. 

This is not a contract for the development of newsprint, is it? 

Mr. Payne. No. 

Mr. Dotuitver. It is merely to get pulpwood for the purpose of mak- 
ing various synthetic fibers; is that what it is? 

Mr. Payne. This contract requires the manufacture of the wood in 
a pulp plant, but the end product is not specified, and the companies 
who are financing this are interested in producing a pulp suitable for 
dissolving purposes, rayon, cellophane, and it na be refined into 
so-called nitrocellulose for explosive use, although that is not a part 
of the plans, as far as 1 know. 

Mr. Dotiiver. I assume, then—and if I am wrong in this assump- 
tion, please correct me—that the pulpwood will be shipped as such to 
the railhead, either at Prince Rupert or further south, and there will 
be shipped to the rayon or cellulose plant, for whatever they want to 
use it for; is that correct ? 

Mr. Payne. I believe you are not entirely correct. It is not the 
pulpwood ; it is the manufactured pulp that will be shipped by water 
to a rail facility, and then transshipped, presumably for remanufac- 
ture into the final products in one of the existing American Viscose 
processing plants. That is a common practice in the Pacific North- 
west. There is only a minimum amount of pulp that is produced in 
the Puget Sound area, for example, that is manufactured into the end 
product in the Puget Sound area. The pulp is shipped, for manu- 
facture into its various products, to paper mills or dissolving plants. 

Mr. Dotutver. Without wishing to disturb any current negotiations, 
would you be able or willing to say whether presently there is any 
consideration being given to the development of newsprint manufac- 
ture in this Tongass National Forest ? 

Mr. Payne. Yes, there is. There is a concern that is interested, or 
rather there are two concerns, one interested in the Petersburg unit 
and one in the Juneau unit, who have expressed their interest in the 
form of seeking a source of material for newsprint manufacture. 

At the present time, it is my understanding that newsprint has not 
been considered a critical material, and therefore, the proposed plant 
in Colorado shifted its original plans from newsprint to a chemical 
pulp proposal, although that concern has not been able to qualify for 
the final award of that timber. 

There is interest in Alaska timber as a source of supply for news- 
pone manufacture by both industry and the Forest Service. It can 
manufactured into newsprint, and we impose no bars in our timber 
sales contracts against such practice. But we are unable to control 
the end product manufacture. We have no statutory authority which 
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lets us say that a certain patch of timber, for example, shall be manu- 
factured into newsprint. 

With respect to your earlier statement, it is not my impression that 

the newsprint industry has moved from the United States to Canada. 
It has always been my impression that we have always been primarily 
dependent upon Canada for our newsprint png that news- 
print manufacture has increased in Canada, all right, in the past few 
years. 
“ Mr. Doxttrver. I am not just sure of the statistics, but the earlier 
testimony before this subcommittee indicated that back in 1910, let 
us say, We produced in the United States substantially the major part 
of the newsprint used in the United States; and now the situation is 
completely reversed, and only a minor percentage of the domestic con- 
sumption is produced in the United States, and a major portion of it 
comes from Canada. 

You referred to the fact that these various concerns must qualify 
for an allotment of timber, with the Forest Service. Would you delve 
into that subject and tell us what those qualifications are, and how a 
private concern can get such an allotment, let us say, in the Tongass 
National Forest? What do they have to do? 

Mr. Payne. Well, they have to show evidence, for example, at the 
start of negotiations for a new contract, that they are capable of pro- 
ceeding from the skills standpoint and from the financial standpoint. 
In other words, we are trying to avoid putting up a sale of national 
forest timber for purely speculative purposes, that is, to let someone 
use it to sell stock on a fly-by-night basis. 

Any responsible concern or group of interested parties that can 
show that they have the skill and have reasonable chances of develop- 
ing suitable financial ability, are free to come to us, and we have in- 
vited that. 

Mr. Dotutver. What do you consider “reasonable financial ability”? 

Mr. Payne. Well, for the preliminary award, or to qualify for 
bidding, prospective bidders had to show that they had technical skills 
in their organization or could, and they had to show that they had 
responsible parties affiliated with them who had evidenced interest of 
proceeding with the project, and to show that they had expended sums 
of money in investigation of the project commensurate with the size 
of the project, and show that they had actually made some surveys to 
determine whether or not the water supply was suitable for their pulp 
plants, and to show that they had a definite idea in mind as to where 
the pulp plant could be built, and that type of information. 

Now, to qualify for final award, the terms of the original offer were 
rather specific in that they had to show financial ability to go ahead 
with the plant construction, including a showing that at least 5S 
million was available for construction activities. 

We have had such a showing from the Ketchikan Pulp & Paper 
Co. that they are financially able to start the construction of this plant 
and carry through. 

Mr. Dotuiver. Do you determine, for example, the site of the plant’ 

Mr. Payne. No. We merely present potential sites. The pur- 
chaser determines the final site. 

In this particular case, the Ketchikan Pulp & Paper Co. went ahead 
after preliminary award, and before final award, and bought a small 
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block of private land that did exist on Wards Cove, so that this mill 
is not being placed on public lands. 

Mr. Doriiver. They have their site already purchased ? 

Mr. Payne. Yes. 

Mr. Dotiiver. And they have legal title to it? 

Mr. Payne. They have legal title to the site; yes. 

Mr. Dotiiver. You said something about the fact that power was 
available. Do you have anything to do with the contracts for the 
development of that power, or is that in the Interior Department ? 

Mr. Payne. The Federal Power Commission has authority, and 
one of our requirements was that an applicant be able to qualify for 
Federal power license. 

In this particular instance, the Ketchikan Pulp & Paper Co. is mak- 
ing a chemical pulp. In the manufacture of this chemical pulp they 
will produce a waste liquor, which is suitable for burning to furnish 
the heat for generating their own power. 

The Ketchikan Pulp & Paper Co. does not plan to install a water- 
power plant. They will draw their initial needs of electric power 
from the surplus that the city of Ketchikan has, and their major power 
needs will be met by an interior power plant using one of the byprod- 
ucts of the process. 

There is a major difference between a chemical plant and a news- 
print plant. Newsprint uses primarily ground wood, and the man- 
ufacture of ground wood requires substantial amounts of electric 
power, and there is no byproduct in the process, in substantial amounts, 
to use for production of their own power. So that they do need 
water power, hydroelectric power, in their newsprint process. 

Mr. Dottiver. In this pulpwood plant proposal, then, there is noth- 
ing in there about the development of electric power from water 
sources ¢ 

Mr. Payne. That is correct. 

Mr. Dotirver. What about the use of water itself in the process, 
in the manufacturing process? Are large amounts of water required 
for that purpose in the pulpwood process ¢ 

Mr. Payne. Yes; large amounts are required in the process, either 
for chemical pulp or newsprint pulp. I believe the newsprint re- 
quires more water than chemical plants, but the requirements are 
rather similar. They both require large amounts, and those large 
amounts are generally available in locations that are also suited to 
plant construction for other reasons. 

Mr. Dotiiver. Where do they get permission from, to use that 
water ¢ 

Mr, Payne. I am not certain about that. 

Mr. Dottiver. Do they have to get any permission ? 

Mr. Payne. I am not certain. It is either from the Forest Service 
or—do you know, Delegate Bartlett? 

Delegate Bartietr. I do not know. 

Mr. Payne. The question has not come up. 

Mr. Dottver. Maybe it is assumed that they do not have to get 
ally permission. 

Mr, Payne. They have to file rights with the Territory, the same 
as you would in the States file rights to the water. But there is such 
a large supply, and little demand for it, that the question has not been 
brought up. 
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Mr. Douuiver. What is this material that is used to produce the 
power that you mentioned a moment ago? 

Mr. Payne. It is lignin, one of the components of the wood struc- 
ture itself. Wood is composed of lignin and cellulose, and the chem- 
ical cooking process is to break the wood down into those two 
component parts, and the cellulose being the fiber that makes the pulp, 
and the lignin is the adhesive that holds the fiber together, you might 
say. And that is a tarry substance that will burn somewhat like 
fuel oil. 

Mr. Dotuiver. But it is not a usable product for industry? 

Mr. Payne. It is a product that has been subject to a tremendous 
amount of research, because it is potentially usable in adhesives and 
plastics, and I believe there is some use of it being made other than 
for fuel purposes at the present time. 

Mr. Dotuiver. But this plant is going to use the lignin for fuel 
purposes only ¢ 

Mr. Payne. That is correct. 

Mr. Douurver. Their only end product will be the chemical pulp/ 

Mr. Payne. That is correct. 

Mr. Dottiver. What is the process by which the chemical pulp is 
reduced from wood to the chemical pulp, do you know ¢ 

Mr. Payne. They have not poo a definite determination as to 


which of the chemical processes they will use. There are a number 
of them : the kraft process, the sulphite process, the magnesium dioxide 
process, and all of them involve chipping the wood and putting it into 
a pressure chamber or digester and pouring chemicals and acid over it, 


and treating it then with steam and pressure to reduce the chips to a 
pulp, and then blowing the pulp out of the digester into the washing 
chambers and screening to form the pulp sheets. 

Mr. Douiiver. You stated a moment ago that so far as you knew, 
newsprint was not on the critical list. Do 1 correctly infer from that 
that chemical pulp is on the critical list, and therefore can get pri- 
orities for this construction / 

Mr. Payne. I think that is right. I believe that it is not possible 
at the present time to get a certificate of necessity from the Nationa! 
Producion Authority for the manufacture of newsprint. I am not 
well informed on that subject, but that is my impression. It is possible 
for making high alpha pulp. 

Mr. Douiiver. I think that is all. Thank you. 

Mr. Beckwortn. You mentioned a moment ago that the Forest 
Service does not look with faver on those programs that might be 
considered speculative. Naturally, if we should develop a newsprint 
industry in Alaska, since there is none there, it would be more of a 
promotion adventure than if we enlarged some of our present capacity 
in this country or in Canada. 

Now, you would not say the Forest Service would frown to the 
extent that it would not work with those who were trying to pro- 
mote a newsprint industry in Alaska, would you ? 

Mr. Payne. Oh, no. We have extended ourselves to the limit in 
dealing with parties whom we thought might be able to finance a pro)- 
ect. No; we recognize in the preamble to this contract, for example, 
that it is a pioneering undertaking involving unusual risks, and 
in qualifying a party to submit a bid, it is a moot question as to how 
far you can expect a concern to have gone with their financial arrange: 
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ments when they do not have a supply of timber. It is in part a ques- 
tion of which coines first. the chicken or the egg. 

Mr. BeckworrH. In that connection, you would Jook favorably on 
a group of reputable people that perhaps could not have completed 
all of the plans for financing as they undertake to negotiate with you 
to procure timber for the undertaking. Naturally, nobody can go out 
and raise money to build a newsprint mill if he cannot get timber, 
because that is a condition precedent to it. 

Would you mind discussing just how you would look on that kind 
of a venture, and how much encouragement you could give that kind 
of a group of people? 

Mr. Payne. I might illustrate it by some of the background on the 
so-called Petersburg unit. 

The sample agreement on the Petersburg agreement was the basis 
for this Ketchikan agreement. It was negotiated prior to this unit. 
It was negotiated primarily with Foley Bros., who are weil known 
construction people. They have a reputation of having undertaken 
construction of large plants. 

They represented to us that they had promises of fitiancial back- 
ing from newspaper publishers if they could guarantee them a source 
of newsprint supply, and they were seeking to do just thet. 

On that representation, plus their reputation as having undertaken 
substantial projects, we did negotiate this contract. They hired a tech- 
nical engineer who had had experience in constructing pulp plants, 
to assist In the negotiations, and we felt that that was sufficiently bona 
fide. 

The deal has not materialized as yet, and as yet we have not broken 
off relations with them and we are still willing to entertain further 
discussions with them when they say they are ready to. They have not 
been able to make arrangements which they feel would permit them 
to risk even the relatively small amount of capital which we require 
them to risk in signing a preliminary award. 

You should realize that Ketchikan Pulp & Paper Co. had a pre- 
liminary award of this contract for the investment in security of 
$100,000, which was posted. They had already spent approximately 
another $300,000 in other investments in Alaska in connection with 
this undertaking. 

Mr. Beckwortn. One thing the Forest Service should be assured 
of is that not a great deal of timber would ever be used by a concern 
that failed in its financial arrangements and failed in its ability to 
erect its plant, and so on. 

Mr, Payne. That is correct. 

Mr. Becxwortnu. So I do think that with reference to developing 
a newsprint industry in Alaska, you cannot follow the beaten path 
too much; and if you do, you probably would fail. 

Still another observation I would like to make is this: If you de- 
pend altogether on people who have had great experience in the manu- 
facture of newsprint, you may come up lacking again, because there 
has not been much disposition on the part of them to do anything 
about this problem in Alaska. As I see it, thinking of the current 
situation, it is going to require some degree of daring, perhaps, on 
the part of industry, and perhaps on the part of the Forest Service. 

I do not want to be interpreted as saying that I want those of you 
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who are in our Government to take chances calculated to lose a lot 
of timber or a lot of money for our Government, but at the same time, 
I certainly do hope that the beaten pathway will not be followed to 
the point where it will condemn every effort to bring about one of 
these plants. 

Mr, Payne. I think that our record of negotiations so far, con- 
ducted primarily by Mr. Heintzleman, would show that we have not 
refused to pursue any reasonable application to the utmost. I only 
know of one party who was turned down who attempted to qualify 
and who was rejected, and there was certainly no question but what 
the party that was rejected at that time had neither the experience, 
the connections, the financial abilities, nor the possibilities of getting 
adequate associates in that case to ever qualify. 

Mr. Beckworru. This very signal occurrence in the last 15 years in 
newsprint making has occurred. For a long time it was contended 
by those who were in the industry, as I understand it, that it would 
be impossible to make, economically, newsprint in the South. You 
know that is true. 

Mr. Payne. Yes. 

Mr. Beckwortu. Now, if you had taken—in the event that the 
organization that finally did make newsprint down there—if you al! 
had taken the viewpoint that there is no possiole way to work out 
this thing, perhaps if that concern had had to have relied on govern- 
mental timber rather than on private timber it owned, it would have 
been a killed proposition from the beginning. They happened to have 
enough timber, although the Forest Service had a lot of timber in 
that section then. And I think maybe—I am not sure of this—that 
this same concern now gets some Forest Service timber. 

Mr. Payne. They do supply one of their plants entirely from the 
National Forest timber. 

Mr. Beckworrnu. You see what I am talking about. 

Mr. Payne. Yes. 

Mr. Becxworru. And that same attitude, unless it has a stream 
of reasonableness flowing through it, is a very dangerous one for 
realizing the development of this industry in Alaska, as I see it. 

Mr. Payne. That is true. There has been one substantial concern 
who are located on the Pacific coast who do manufacture newsprint, 
who have publicly announced that they would not have anything to 
do with the Alaska timber as a source of raw material for manu- 
facture; and that has, I think, reacted somewhat unfavorably, al- 
though Mr. Heintzleman refused to accept that advice and has con- 
tinued to struggle for this project, along with many others who have 
felt it feasible. 

Mr. Becxworrn. In the interest of having ample newsprint in this 
country, and in the interest of developing Alaska as we do want to 
do, it may be necessary, as I see it, for the Forest Service, as well as 
several other agencies of this Government, to lean a little further than 
they have in the past to bring that about, even to the point of giving 
encouragement, taxation-wise or financial-wise, to do it. It cannot 
be done, certainly, right now, if we follow the old pattern. 

Let me ask you this question: Having made the contract that you 
have with the pulp company up there, how many similar contracts, 
as far as size, do you feel that you could be in a position to make / 
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Mr. Payne. We have sufficient timber for at least four more, and 
probably five, of this size. 

Mr. Beckwortn. I do not have the comparison, but will this con- 
tact use as much timber as, or more than, we will say, a one-machine 
or two-machine or three-machine newsprint mill, or do you know? 

Mr. Payne. This is a proposed plant. The initial plant is 300 tons 
capacity, and I believe that that is a little larger than the normal one- 
machine, and I believe it is comparable to the two-machine newsprint 
plant in common operation. ‘The maximum size permitted here is 
525 tons, Which would be comparable to one of the very larger plants. 
There are few plants larger than 600 tons per day, although there 
are some, 

Mr. Beckwortu. Would you have an idea of whether or-not the 
Forest Service would prefer four or five smaller contracts, or one big 
contract ¢ 

Mr. Payne. We recognize that to be an economic success in Alaska, 
it does require a contract of approximately this size, at least enough 
timber for a 300-ton mill. 

Mr. Becxworrn. It could not be much smaller? 

Mr. Payne. It could not be much smaller than this one. 

We would not look with favor on tying up all of the rest of the 
timber under one contract, because there is no apparent reason why 
it should be done. There is enough for at least four more. 

Mr. Beckwortu. Except this is what I think might be significant: 
The development of transportation of the product, the development 
of the hydroelectric power, even the development of roads and factors 
like that, may require, in the case of newsprint, such a huge adventure 
that a smaller proposition would not be as likely to pay out and 
succeed as a much larger one, and that is one reason I asked that ques- 
tion, Whether or not you would fend to lean against one huge contract 
that would take the remainder of your timber, or would you favor 
only four more contracts of a size similar to the one you have made 
already. 

Mr. Payne. That falls pretty much in the realm of the problemat- 
ical rather than the posible, I think. We have not been faced with 
that question, and no one has given us any indication that such a step 
would be more favorable to the development of the industry than the 
program we have developed. 

If it was shown that it was more favorable, why, I think we would 
certainly take a long second look at it before turning it down. 

Mr. Becxworrn. In connection with forest resources owned by the 
Government in the South, do you feel that there would be any addi 
tional opportunity to develop mills there, using as the primary source, 
or certainly as a major auxiliary source, Forest Service timber ? 

Mr. Payne. There is quite a little development in the direction of 
using national forest timber as an auxiliary source to existing or pres- 
ently planned expansion of pulp facilities in the South. The national 
forest lands in the South, as you know, were largely acquired lands, 
and acquired in a cut-over condition, and they are now reaching a 
stage where they are producing, that is they are now capable physi- 
cally of producing pulp material in substantial quantities, which was 
not there until the  samF in had grown to the present stage of develop- 
ment. That is why the national forest lands are assuming a more 
important role in the South than they have played in the past. 
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At the present time, there is one and possibly two large pulp timber 
offerings advertised on the Texas forests. 

Mr. Beckworrn. Would there be any difficulties if there should he 
a group of people undertaking to build another newsprint mill, to 
their getting the whole “take” of a United States forest area, or do you 
make it a policy not to permit that ? 

Mr. Payne. I think it might be difficult at the present stage of 
development in the South, for a new concern to arrange for the entire 
production from one of the national forests. I think it would be 
practically impossible at this stage. At the present time, there are 
one or two concerns who, for practical purposes, are utilizing the tota| 
pulpwood production from some national forest units. In recent 
studies, a committee in the Forest Service, that has been assisting the 
Department of Commerce in studying the expansion plans for new 
pulp plants in the South, and have considered the entire South in 
broad zones as to areas deficient in supplies or of timber or having 
surplus timber for pulp production, as to where they would recom- 
mend that new production or new expanded capacity be permitted or 
where they would recommend against new capacity. 

Generally speaking, where there is deficiency in the long-term sup- 
ly of wood, they have recommended against additional capacity, 
But it is my recollection that they have recommended approval of ap- 
plications for considerable expansion in the pulping industry in the 
South. 

Mr. Becxkwortu. Did you mention Colorado a while ago as an area 
where there is enough timber that it would justify the building of a 
new pulpwood plant ? 

Mr. Payne. Yes; we have a large area in western Colorado under 
preliminary award at the present time, with the Columbine Develop- 
ment Corp. It is primarily dead spruce. The spruce was killed by 
an insect attack that started a relatively few years ago, and it is still 
progressing rather rapidly through the State’s spruce timber. That 
sale was developed on lines somewhat different that this, but 
provided for a 30 years’ supply for a plant of approximately 200-ton 
capacity. 

The initial discussions and the initial negotiations in that case were 
for newsprint production, and along the line of your expressions a 
few moments ago, these negotiations were conducted with people who 
were not affiliated with existing newsprint production. They were 
more or less pioneers in the field. In fact, the Columbine Develop- 
ment Corp. is made up primarily of western Colorado investment at 
the present time. It is a local concern, largely. 

That furnished the impetus for the thing, to develop the industry 
in the State itself. 

Mr. Beckworrn. Do you, as an organization in the Government. 
have a policy as to the home industry feature when you consider 
Alaska? In other words, what is your policy about the possibility 
of someone going there and getting logs in Alaska, and not having 
his newsprint factory there? Or do you have a policy on that? 

Mr. Payne. We have a rather positive and firm policy with respect 
to Alaska: more so than in the other States. We have a Secretary 
of Agriculture’s regulation which in effect prohibits the export of 
Alaska timber until it has been manufactured into some form. In 
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other words, we feel that the Alaska timber should be retained in 
Alaska for the development of industries there, rather than being 
shipped out in raw material form. 

Mr. Beckxworrn. That would mean that it would be somewhat 
difficult for the plant at Prince Rupert to get a great deal of timber 
out of Alaska ¢ 

Mr. Payne. That would be prohibited, under the terms of the 
existing regulations. 

Mr. Wotverton. Who fixes that policy ? 

Mr. Payne. Well, that is the Secretary’s regulation, and it permits 
the regional forester to make exception to the policy in the event that 
he finds it necessary or desirable to do so. And I might cite a couple 
of examples to show when such exceptions were made. 

During the previous war, the Alaska spruce log production pro- 
gram was started, to produce logs or material suitable for aircraft 
material, and spruce logs were exported from Alaska to mills in the 
Puget Sound territory, who were ready and who had the facili- 
ties to process it quickly into products suitable for use in aircraft 
manufacture. 

Mr. Wotverton. What I am interested in is whether the policy is 
based upon congressional action directly on the subject, or is it the 
exercise of a power or authority that Congress has given to the Sec- 
retary of Agriculture to fix that policy’ And, going further, if it 
would be decided, on future consideration and study of the whole 
problem, to change that policy, whether it would require congres- 
sional action to change the policy ? 

Mr. Payne. I have some material on that with respect to the legal 
basis for prohibiting exports. If you would permit, I would like to 
read about a page here that I think includes the background for it. 

Mr. Wotverton. Suppose you summarize it, and put the complete 
statement in the record. 

Mr. Beckwortu. That is the better procedure, I believe. 

Mr. Payne. The basic act of 1897, June 4, includes the following 
phrase in respect to timber sold. It is “to be used in the State or 
territory in which such timber reservation may be situated respec- 
tively, but not for export therefrom.” 

The Secretary was authorized “in his discretion to permit timber 
and other forest products cut or removed from the national forests 
to be exported from the State or Territory in which such forests are 
respectively situated” by a later act, about 1917. From then on, to 
1926, that was the case. 

The most recent enactment was on May 11, 1926, which gives the 
Secretary that permissive authority which more or less removed the 
earlier restriction. 

Mr. Wotverron. You say it gives him authority. Is it of general 
character, or is it specific ? 

Mr. Payne. It is of a general character—in his discretion, to per- 
mit timber and other forest products cut from national forests to be 
exported. 

A separate bill was enacted in 1926 which primarily states that: 

Timber lawfully cut on any national forest, or on the public lands in Alaska, 


may be exported from the State or Territory where grown if, in the judgment 
of the Secretary of the department administering the national forests, or the 
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public lands in Alaska, the supply of timber for local use will not be endan- 
gered thereby, and the respective Secretaries concerned are hereby authorized 
to issue rules and regulations to carry out the purposes of this act. 

Now, the discretion of the Secretary of Agriculture has been exer. 

cised by regulation S—3 in regard to the use of the national forest 
timber, and the regulation which is in effect at the present time in 
respect to Alaska provides in part that— 
Timber cut from the national forests in Alaska may not be exported from the 
Territory of Alaska in the form of logs, cordwood, bolts, or other similar prod 
ucts necessitating primary manufacture elsewhere without prior consent of the 
regional forester when the timber sale project involved is within his authoriza 
tion to sell or the Chief, Forest Service, when a larger timber sale project is 
involved. In determining whether consent will be given to the export of such 
products consideration will be given, among other things, to whether such 
export will * * * permit a more complete utilization of material on areas 
being logged * * * prevent loss or serious deterioration of logs unsalable 
locally because of an unforeseen loss of market * * * permit salvage 
* * * bring into use a minor species * * * provide material required to 
meet national emergencies or to meet urgent and unusual needs of the Nation. 

So that, under the terms of the present Secretary of Agriculture's 
regulation, which is permissive power endowed by the Congress, 
export of logs is prohibited. 

Mr. Wotverron. Are there similar comparable regulations with 
respect to national-forest resources within our own boundaries? 

Mr. Payne. Not formal statements of such policy, sir, but gen- 
erally speaking, the Forest Service has, in offering its timber for sale, 
refrained from making long-term commitments of sales in a State 
for shipment for long distances where such timber is either needed 
for existing industry or possibly needed for the development of home 
industry. 

Now that, as I said, is in the nature of a policy that is not as affirma- 
tively expressed as in the Secretary's regulation; it is a management 
policy. 

At the present time, for example, timber is being shipped from 
Montana and from Colorado to Wisconsin for manufacture in the 
form of pulp. Our commitments to those companies in Wisconsin 
have provided for certain volumes of timber per year up to a 10-year 
period that they can count on, that is we will put that much timber 
up for sale so that they may bid on it. 

Mr. Wotverton. Does the same policy that you have described rela- 
tive to timberland in Alaska, apply to other resources existing in 
Alaska? 

Mr. Payne. I am not sure, and perhaps Delegate Bartlett, if he 
is still here, might have more information on that. 

Delegate Bartietr. No, I am confident that that policy does not 
apply, although there would not be, I should not think, any exactly 
comparable situation. 

Mr. Worverton. What are the resources that are the basis of 
exportation at the present time ? 

elegate Bartietr. Let us take salmon, and Alaska produces most 
of the canned salmon produced in the world, and the salmon is not 
only taken from Alaska waters but it is processed right there. That 
is not on account of any Government policy or regulation. 

Mr. Wotverton. Did you say it was or was not ¢ 

Delegate Barruett. It is not. 
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Mr. Wotverton. How about minerals? 

Delegate Bartterr. Minerals now are generally processed locally, 
and in the days when Alaska was an important copper producer, of 
course the copper ore was taken to a smelter elsewhere, in Takoma, 
Wash., I believe, simply because there was no smelter in Alaska, and 
there are very few of such smelters in the world. 

Then there is the relatively small production of tin in Alaska now, 
and that tin, of course, has to be taken—Mr. Beckworth, is it to Texas, 
for processing, or to New Jersey, one of those States? 

Mr. Becxwortu. I am not sure it is Texas. 

Delegate Bartietrr. One of those two States has the only tin smelter 
in the United States. 

But generally speaking, local production is processed there. 

And I think it was pointed out here, if I might make this additional 
comment, that there has been no demand, as we have noted, from any 
of the Pacific Coast States for the exportation of logs from Alaska to 
any one of those States or all of them, but the gesture that has been 
made has come only from Canada, for Alaska timber. 

Mr. Wotverton. I can readily understand the reasonableness of 
the policy, which seeks to build up industries in Alaska in this par- 
ticular matter that we are discussing. But I can also see that at 
least there is a possibility that that has been some reason for the 
slowness with which the manufacture of pulp has been carried on. 
In other words, the number of individuals who would be willing to 
enter into a contract such as this that you have brought to our atten- 
tion as was entered into a few days ago, this seems to be the only one. 
And I am wondering how far that is due to the fact that they must 
build their plant in Alaska, and whether it would have been possible 
by more liberal policies of exportation to have built up the newsprint 
industry in our own country, if they had been permitted to take the 
necessary timber out of Alaska for manufacture, we will say, in 
Washington or Oregon or any other State. 

Mr. Payne. May I comment on that point. 

In one respect, this export prohibition you can liken to a prohibition 
against water running uphill. Actually, in the timbering business, 
it has been customary for the processing plant to be built as close to 
the raw material as is possible. 

Mr. Wotverton. That would be true in most any case. 

Mr. Payne. That is true in most any case, yes. 

Therefore, saying that they shall not ship Alaska timber out of the 
Territory for manufacture is merely recognition of one of the primary 
economic factors in the timbering business. 

Mr. Wotverton. If it isa primary factor in the sense that you speak 
of it, it does not need any regulation, then, does it ? 

Mr. Payne. Only to furnish assurance that you will not nip away 
at this major source and dissipate this resource in small driblets and 
endanger its usefulness for a major undertaking which is required 
if you are to make a success of an operation in Alaska. 

Mr. Worverton. Are you able to say whether there would have been 
applications filed for the use of this timber to be manufactured else- 
where, if there had not been that regulation? Is the lack of appli- 
cations due to the regulation, or is it due to the economic reasons that 
you speak of ? 
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Mr. Payne. I honestly believe it is due primarily to the economic 
reasons. The regulation itself does state that it is something that may 
be waived under certain circumstances, and I think under the wording 
of the regulation any concern in Puget Sound that was in genuine need 
of the material on a long-term basis would have not hesitated to make 
an application. 

Mr. Worverron. Well, wou see, you recognize that there can be 
exceptions under certain conditions when you speak of the spruce that 
was permitted to be logged out of Alaska during the World War II 
period, for the purpose of assisting the airplane industry. Now we 
have a situation with respect to newsprint which gave rise to an in- 
vestigation by this subcommittee, a situation that is rather dark and 
forbidding with respect to the future ability to supply the demand. 

Maybe it is not as easy to recognize a national necessity in a time 
of peace as it is in a time of war, but nevertheless, the situation does 
exist at the present time when we are dependent for 80 to 90 percent 
of our newsprint on Canada. And a question arises whether, even 
in Canada, with all of the world demands, whether they will be able 
to supply the United States demand sufficiently. 

In that instance, it would have to be determined, it seems to me, 
whether newspapers which are dependent upon newsprint constitute 
a national necessity; and, if it is a national necessity, if there is a 
possibility of increasing the supply by bringing the logs out, maybe 
that would be a reason for an excepton, at a particular time, of your 
regulation which now prevents it. 

Mr. Payne. That reason has not been advanced to us in support of 
any request for relaxation of the export prohibition. 

There are no plants producing newsprint in the United States that 
have requested that we permit the export of logs from Alaska for use 
in their plants. There have been no newsprint mills in British 
Columbia that have made such a request. So that we have no formal 
or informal request or informal knowledge that timber from Alaska 
is actually needed to increase the production of newsprint paper any- 
where within possible range of export. 

Furthermore, an industry representative in Puget Sound, the 
Seattle Chamber of Commerce, for one, recently went on record un- 
solicited, on our part at least, as being in favor of retention of the 
present Secretary's regulation prohibiting such export. And Seattle 
perhaps stands the most to gain, because they are the most logical 
port of entry for anything shipped from Alaska, 

Mr. Wo.verron. It may be due to several reasons that there has 
been no such application. It has just been brought to my attention 
that. it is understood that a newsprint project now is being developed 
in Oregon based on the assertions that there is an ample supply of 
wood in this area, namely, Oregon. That may be another reason 
that you have not received the applications. But my questions were 
based not upon any specific knowledge, but in an effort to ascertain 
whether the present regulations discourage or prevent the full utiliza- 
tion of the timber there, for newsprint purposes, that would have beer 
manufactured maybe someplace else, where mills already exist and 
there is not a necessity of building new mills. 

Mr. Payne. I am quite sure not. It would be economically possible 
to export some high-grade logs from Alaska, some peeler spruce, for 
example, for manufacture in a plywood plant at Puget Sound that 
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did not have enough logs to keep itself going another year. If they 
could get some logs from Alaska even at higher cost than normal in 
the Puget Sound area, they might well be able to afford to do that. 
But to ship logs from Alaska for manufacture into newsprint would 
use up too much of the margin that exists in newsprint manufacture. 
It is just too costly an operation for a newsprint plant to stand. 

Mr. Worvertron. That is all that I wish to inquire about at this 
time with respect to Alaska. 

I would like to know, if the chairman will inform me, Is this wit- 
ness supposed to cover the availability of newsprint timber in the 
United States at the present time? 

Mr. Becxwortn. Not necessarily, but if the witness cares to and 
has the information, he could certainly answer any questions you have 
along that line; and if he cannot, the Chair would certainly be re- 
ceptive to seeing that that kind of witness is brought from the Forest 
Service. 

Mr. Wotverton. Suppose we wish to inquire into the availability 
of timber that comes under the jurisdiction of the Forest Service, and 
for use in the manufacture of, ultimately, newsprint. Are you able 
to give us that information as to the availability of timber within our 
own boundaries? 

Mr. Payne. Perhaps I can with respect to national forest timber 
ae I am not qualified to speak on a Nation-wide basis for all 
timber. 

Mr. Wotverton. Who would be in position to give an over-all 
picture? 

Mr. Payne. I believe Dr. Josephson, who is Chief of the Division 
of Economic Research, head of the forest survey which is inventory- 
ing Nation-wide timber supplies, would be in a better position to 
give you a round-up of availability of material for all purposes, in- 
cluding newsprint. 

Mr. Wotverton. Would that include the national forests? 

Mr, Payne. That would include the national forest timber. 

Mr. Wotverton. It seems to me that probably that would be a little 
better method. 

Mr. Beckwortu. We will doubtless want to have him here some- 
time. 

Mr. Dotiiver. I just wanted to inquire on one sidelight that was 
brought up by Mr. Wolverton. 

You said that there might possibly be some excuse or some reason 
for hauling some of this timber or shipping some of this timber from 
Alaska to, for example, a plywood mill in Washington or Oregon. 

I notice in the contract, a copy of which you have provided us with, 
there actually seems to be some contemplation in that contract that 
that very thing would be done, because bie is a differential in price 
with respect to the material to be manufactured into pulp and the 
higher-grade spruce logs and cedar and hemlock, and so on, as well as 
logs and things of that kind. 

Was that in the minds of the contracting parties when they agreed to 
those provisions? It appears on page 7 of the contract. 

Mr. Payne. No, that was not, because on page 13 of the contract, 
at the very bottom, we state that veneer logs, sawlogs, pulp logs, cord- 
wood, and other primary forest products, shall not be transported for 
manufacture outside of the Territory without consent of the regional 
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forester ; but such consent will not be withheld for the export of such 
product having special value, so long as, in the opinion of the regional 
forester, competitive markets for such special products do not exist. 

In the development of this pulp timber unit, in the orderly logging 
of it, there will be high-grade logs developed, and the only thing to dy 
with them will be to take them along with the lower-grade logs. 

Now, if there are no facilities existing at the time this starts to be 
cut, rather than have those high-grade logs utilized in the pulp plant 
for pulp, which is possible, and if there were no other facilities avail- 
able for using them, then it is presumed that such export permission 
would be granted for these more or less high-value special products 
which would be able to pay the extra cost of export. 

We think that with this plant in production, and others in possi- 
bility, that there will be sufficient amounts of that kind of material pro- 
duced to encourage the installation of additional facilities to utilize 
them there. 

Mr. Do.uiver. A sawmill or planing mill? 

Mr. Payne. There is already a sawmill here, but there is no ply- 
wood plant there, for example. 

Mr. Douxiver. That is all, Mr. Chairman. Thank you. 

Mr. Beckworrtu. I have one brief question about the price. 

When a person is manufacturing newsprint in Canada, or in Ore- 
gon, I assume he pays so much for his timber to somebody ; either the 
Government or to himself, he considers he is paying so much. 

Is the price that the Forest Service proposes to p Saran enough 
smaller to make any material difference, or is it about the same that 
a newsprint mill would pay, in Canada ? 

Mr. Payne. I am sorry, I am not qualified to answer as to Canada, 
although the prices of hemlock logs in British Columbia generally run 
higher than the prices of hemlock logs in Puget Sound. 

In the Puget Sound territory, in the State of Washington, for 
example, where a tremendous amount of hemlock timber is purchased 
for manufacture into pulp, it is of sawlog size and about the same 
as this Alaska timber, ordinary stumpage rates for hemlock are 
$4 to $7 per thousand board feet. 

Now, in Alaska, at $1 per hundred cubic feet which is roughly the 
equivalent of $2 per thousand board feet the price is less than half 
of the current stumpage price in the Puget Sound area. It is a rela- 
tively nominal rate for timber. It is about as cheap as any timber 
the Forest Service sells anywhere. 

Mr. Beckworrn. You would not have, if a ton of newsprint is 
selling for $100, you would not know what percentage the purchase 
price of the timber represents in that $100, would you? 

Mr. Payne. It would be about 1 percent. 

Mr. Beckworru. Only about 1 percent? 

Mr. Payne. Yes. One hundred cubic feet of wood will produce 
approximately a ton of newsprint. 

Mr. Beckworrn. So probably you could not carry down the price 
of timber far enough to make any significant difference, could you! 
That is not one of the important factors? 

Mr. Payne. It is not a significant feature, I think. 
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Mr. Beckwortu. As these virgin forests stay there without an 
use being made of the timber, do they get into better condition eac 
year, or is there a stalemate at which they arrive, or do they get in 
worse condition, and what is the status of them ? 

Mr. Payne. Generally speaking, a virgin forest such as exists in 
Alaska deteriorates gradually. The better formed trees and the 
larger trees become defective, and the tops die out of them, and yet 
they are occupying the ground and they do not permit a healthy 
stand to grow. It is better, in those virgin stands, for maximum 
production of volume per acre, it is far better to remove them in 
an orderly fashion and put the land in good growing condition. 

Mr. Beckworru. So it really would be in the direction of efficiency 
in the production of wood if we could work out plans where this timber 
would be used ? 

Mr. Payne. That is right, and the orderly utilization of it will 
result in a higher growth rate than is currently in existence. 

Mr. Beckwortn. That is most encouraging, of course. 

I have one further question. I think you said you have been down 
there some 12 years, and doubtless in that 12 years you have known 
about a good many negotiations with the Forest Service for timber. 
What, in your opinion, has been the main deterrent to the utilization 
of timber in Alaska, just as you have observed it? Is there no need 
for it? 

Mr. Payne. I have been here in Washington only 4 years, and my 
previous experience was in the Pacific Northwest, where I was not 
closely affiliated with these Alaska developments. But it seems to 
me that the primary deterrent has been that it has been possible else- 
where to expand rather gradually, and the pinch for timber supply, 
which is the thing that Alaska has to offer has not until recently been 
the governing factor in determination of plant location. Alaska pro- 
vides an unparalleled opportunity for a source of raw material in 
timber, but there its advantage begins to dwindle off by comparison, 
and you do lack a lot of other advantages that highly populated areas 
do. 

Until timber supplies become the primary reason, then Alaska is 
not the most favored spot. It is approaching that point right now. 
That is well evidenced by the recent flurry of activity in the South 
and the necessity to refuse some applications for expansion there, 
simply because there was not enough timber to supply it. 

Mr. Beckxworrn. By and large, the outlook for Alaska, then, to 
come into the participating picture, timberwise, is a lot better, in your 
opinion, now than it has been at any time before ¢ 

Mr. Payne. I think definitely, yes. There is more and more de- 
pendence upon publicly owned timber at the present time. 

Mr. Beckworrn. Are there any other questions? If not, the Chair 
wants to express, on behalf of the special committee, the genuine ap- 
preciation for the manner in which you have been before the subcom- 
mittee. You have been a very helpful and very cooperative witness 
in every respect. 

Mr. Payne. May I submit this legal basis for prohibition of export 
for the record, to which I referred earlier? 

Mr. Beckworru. That will be inserted in the record at this point. 
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(The document referred to is as follows:) 


Unirep STaTeEs DEPARTMENT OF AGRICULTURE 
FOREST SERVICE 


Washington 
JuLy 18, 1950, 
TIMBER SALES IN ALASKA 


LEGAL BASIS FOR PROHIBITING EXPORTS 


National forest timber is sold under provisions of the act of June 4, 1897 (30 
Stat. 35, 16 U. 8. C. 476). This act includes the following phrase in respect to 
timber being sold “to be used in the State or Territory in which such timber 
reservation may be situated respectively, but not for export therefrom.” The 
Secretary of Agriculture was authorized “in his discretion to permit timber and 
other forest products cut or removed from the national forests to be exported 
from the State or Territory in which such forests are respectively situated” in 
provisions of six annual departmental appropriation acts from 1917 to 1926 in- 
clusive. This authorization now appears in section 491 of title 16 of United 
States Code. The most recent enactment was on May 11, 1926 (44 Stat. 512), 
Citation to the United States Statutes at Large for the other five enactments 
can be found in 16 United States Code 491. 

Also a separate bill was enacted on April 13, 1926 (44 Stat. 242,16 U. S.C. 
616). Provisions of this act are as follows: 

“Timber lawfully cut on any national forest, or on the public lands in Alaska, 
may be exported from the State or Territory where grown if, in the judgment 
of the Secretary of the department administering the national forests, or the 
public lands in Alaska, the supply of timber for local use will not be endangered 
thereby, and the respective Secretaries concerned are hereby authorized to 
issue rules and regulations to carry out the purposes of this Act.” 

The prohibition against exports of national forest timber outside of the State 
or Territory in which the timber reservation is situated as provided in the act 
of June 4, 1897, therefore still remains in effect unless the Secretary of Agri- 
culture uses the discretion granted him under 16 United States Code 491 and 
616 to permit such export. 

The discretion of the Secretary of Agriculture has been exercised in the last 
paragraph of regulation S-3 in regard to the use of national forest timber. 
This regulation is section 221.3 of title 36 of the Code of Federal Regulations. 
All of the regulations of the Secretary of Agriculture in regard to use of na- 
tional forest timber resources were reissued and printed in the December 14, 
1948, copy of the Federal Register (vol. 18, No. 242, pp. 7710-7715). The above 
referred to paragraph is as follows: 

“Unless prohibited by specific instructions from the Secretary of Agriculture, 
timber lawfully cut on any national forest, except the national forests in Alaska, 
may be exported from the State where grown. Timber cut from the national 
forests in Alaska may not be exported from the Territory of Alaska in the form 
of logs, cordwood, bolts, or other similar products necessitating primary manu- 
facture elsewhere without prior consent of the regional forester when the timber 
sale project involved is within his authorization to sell or the Chief, Forest Serv- 
ice, when a larger timber sale project is involved. In determining whether consent 
will be given to the export of such products consideration will be given, among 
other things, to whether such export will (1) permit a more complete utilization 
of material on areas being logged primarily for products for local manufacture, 
(2) prevent loss or serious deterioration of logs unsalable locally because of 
an unforeseen loss of market, (3) permit the salvage of timber damaged by 
wind, insects or fire, (4) bring into use a minor species of little importance to 
local industrial development, (5) provide material required to meet national 
emergencies or to meet urgent and unusual needs of the Nation.” 

The Department has not issued a general authorization for the export of 
logs from Alaska and in the absence of general or specific authorization export 
from the Territory is forbidden by law (16 U. 8. C. 476). 


POLICY OF THE DEPARTMENT OF AGRICULTURE REGARDING EXPORTS 


It is generally recognized that substantial year-round industrial activity is 
needed to place Alaska on a firm economic footing. All the timber resources of 
southeast Alaska can eventually be used by local year-round industries. It has 
been estimated that five major pulp or paper mills which can be permanently 
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supported from timber of the Tongass National Forest would support directly 
and indirectly approximately 30,000 residents in southeast Alaska. Prospects 
for establishment of a pulp and paper industry offer the best and earliest oppor- 
tunity to establish year-round industry in this part of the Territory. 

This Department has worked closely with the Department of Interior, which 
is directly charged with fostering the welfare of Alaska, in the establishment 
of a pulp and paper industry in the Territory. That Department is strongly 
opposed to any relaxation in regulations of this Department in respect to au- 
thorizing export of national forest timber in log form. 

The importance of Alaska to national defense is well known. Apparently the 
interest of the Nation in building up a stable civilian population in Alaska as 
a defense measure is less generally recognized. 

It is felt that the policy of the Department of Agriculture in respect to export 
of logs from the national forests of southeast Alaska is in the national interest 
and in harmony with the view of the President as expressed in his special mes- 
sage to Congress of May 21, 1948, urging statehood for Alaska. This Depart- 
ment’s policy on export of logs from Alaska is an essential segment of the na- 
tional policy to build up the area. 

Mr. Becxwortn. The subcommittee adjourns, subject to the call 
of the Chair. 

(Whereupon, at 12:05 p. m., the hearing was adjourned, subject 
to the call of the Chair.) 
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WEDNESDAY, AUGUST 1, 1951 


Hovsr or REPRESENTATIVES, 
SpectaL SuscoMMITrEe ON NEWSPRINT OF THE 
CoMMITTEE ON INTERSTATE AND ForeIGN COMMERCE, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to call, in room 1334, 
New House Office Building, Hon. Lindley Beckworth (chairman), 
presiding. 

Mr. Beckwortu. The committee will come to order. 

The first and only witness we have this morning is Dr. H. R. 
Josephson, Division of Forest Economics, Forest Service, Depart- 
ment of Agriculture. 

Before you proceed, Dr. Josephson, without objection, the Chair 
has certain communications which he advises the committee members 
he would like to make a part of the record at the proper place in the 
record, 


STATEMENT OF H. R. JOSEPHSON, DIVISION OF FOREST 
ECONOMICS, UNITED STATES FOREST SERVICE, DEPARTMENT 
OF AGRICULTURE 


Dr. Josepuson. Mr. Chairman, after discussion with the clerk of 
the committee, I propose to make my remarks relate to the timber 
resources Of the United States, with particular reference to possible 
expansion of newsprint production. 

As a general background, I would like first to make a few com- 
ents about the general condition of the forest resources of this 
country. That will help to focus, perhaps, some of the possibilities for 
ieWsprint expansion. 

We have in this country about 460 million acres of commercial tim- 
ver lands, about one-third of the total area of the United States. In 
uldition, we have about 6 million acres of commercial forest lands 
n Alaska, plus a large area of so-called noncommercial lands in the 
uiterior of Alaska. These timber lands—— 

Mr. Wotvervon. What is your definition of “commercial” ? 

_ Dr. Josepuson. Comercial-forest lands will grow trees of rather 
large size, usually saw-timber size, in areas where industry is likely 
io be able to utilize them, Al the big timber in this country is classed 
as “commercial.” The more important noncommercial forest lands 
consist of the chaparrol areas in California, pinon-juniper areas in 
the Southwest, and some scrub oak land in the South. Roughly 70 per- 
cent of the forest land in the United States is classed as commercial. 

Mr. Wotverton. Why are they noncommercial lands ? 

409 
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Dr. Joseruson. They produce no industrial products, such as lun. 
ber or pulp. They do produce some fuel wood and posts, but that js 
about their only usefulness. 

The timber lands of the United States comprise several broad gen. 
eral types. One of the most valuable shown on this map is the south. 
ern-pine type extending from Texas up through Virginia. A grea: 
belt of hardwoods, mostly oak, extends through the Central State: 
und the Northeast. Also in the Northeast and Lake States are areas 
of spruce and fir, which are preferred species for newsprint. In the 
Rocky Mountains are scattered areas of lodgepole pine and spruce, 
ponderosa pine, and further north areas of western white pine. [| 
California ponderosa pine and a number of other species occur in the 
mountain areas. In the western portion of Oregon and Washingtoy 
are found the world-famous Powslae fir forests. 

These forest lands contain rather large volumes of timer in relatio) 
to timber resources of the world as a whole. These forest lands are 
also capable of growing the timber products that we estimate will be 
required in this country in the future. However, at the present time 
these timberlands are not growing enough timber to meet present cut- 
ting drain or anticipated needs for timber products. 

One of the forest problems of this Nation is that timber volumes are 
showing a steady decline. For many years the volume of timber re- 
sources has been dropping at a rate of about 1 percent or a little more 
a year. 

We still have large volumes of old-growth timber in the West, but 
in the eastern United States timber stands have largely been cut over, 
and these stands are not growing nearly enough timber to support 
the industries that depend upon them. 

In other terms, our current growth of timber in cubic feet is almost 
in balance with drain, but in terms of the larger sizes of saw timber, 
which is the kind of timber that the lumber industry, the pulp indus 
try, and most wood-using plants require, our timber lands are grow: 
ing only about two-thirds as much as the total cut. 

Another factor is a decline in quality of timber resources. We have 
been overdrawing the soft woods especially, such as spruce, pine and 
Douglas fir, because these are the species that are preferred for most 
products. At the same time the volume of hardwoods is increasing, 
many of which are of low grade, including many cull trees. There i: 
a very real problem of finding markets for many of these hardwoods. 

The steady decline in tree size that has accompanied depletion o/ 
the best timber means that it takes more man-hours to turn out 4 
given amount of lumber, or rather products. 

Another factor affecting expansion of the pulp industry is the mat- 
ter of forest land ownership. About three quarters of our commerci:! 
timber lands are owned by private individuals and companies, ani 
only one-quarter is in public ownership. These public lands are chiefly 
in national forests. ‘They are located chiefly in the West. They con- 
tain large volumes of old growth timber, and many of them are at pres 
ent inaccessible. 

We depend on private timber lands for about 90 percent of the 
total production of timber products. In the long run, these private 
lands will also have to produce most of the growth we need becau* 
they are in general the most accessible lands and the most productive 
lands. About three-quarters of these private lands are held by sma! 
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private owners, including farmers, nonresident individuals, and other 
small owners. They present a very real problem in management, be- 
cause each of these properties is so small. One of our major problems 
is to cape the better protection and management of those little 
tracts of land. 

The other one-fourth of the private forest land is held by the bigger 
owners—lumber companies, pulp companies, big investment com- 


_ panies, mining companies, etc. 


The management of the public lands is, in general, pretty good. 
The management of the larger private lands has been improving rap- 
idly, and today some of the best management of timberlands in the 


e country is to be found on some of the larger holdings of pulp com- 


panies and lumber companies. The medium and small owners, how- 


' ever, as a general rule, show rather poor management of their prop- 


erties. Such factors explain in part why our timber growth is so far 
below the level that is needed. 

Pulp-paper companies own about 19 million acres of timber lands, 
or about 4 percent of the total commercial forest area. They have 
been acquiring lands rather rapidly in the last 10 or 20 years, but they 
now face increasing difficulties in Blockin up ownership. In any ex- 
pansion of the industry this problem of lining up enough land to 
provide a substantial part of the pulpwood requirements os become 
a very real problem and a matter of very large expense. 

With respect to the importance of the pulp and paper industry in 
relation to other wood-using industries, the present drain of pulp wood 
is about 14 percent of the total cut for all commodities obtained from 
our forest lands. Last year the industry cut about 21 million cords 
of pulpwood. Only about 5 percent of that, or a little over a million 
cords, was cut for the newsprint industry. 

In addition to the 21 million cords of domestic pulpwood, the United 
States imported the equivalent of about 11 million cords from Canada 
about half in the form of newsprint and the other half in the form of 
wood pulp and the raw wood. It seems probable that expansion of 
the pulp and paper industry will continue at a fairly rapid rate based 
on historical factors and present indications. That means that pulp- 
wood will become more and more of a factor in the total drain from 
forest lands. 

With regard to possibilities for expansion of the pulp and paper 
industry, there are several ways by which expansion could be achieved. 
One way is to expand through depletion of local timber resources. 
There is some of that type of expansion. Obviously, the companies 
involved hope that ultimately other users of wood will be squeezed 
out or that improvements in management will make it possible for 
them to obtain timber raw materials. 

A second way is to divert wood from other industries, chiefly the 
sawmills. That, too, has been characteristic of much of the expansion 
in the South, for instance, where pulp companies have been able to 
outbid other wood users or where they have acquired sufficient timber 
lands to divert wood to the pulp mills. 

A third possibility is through increased use of wood waste. In the 
South at the present time about 10 percent of the pulpwood cut comes 
from the top of trees left on lumbering operations. Such use of waste 
from the woods could be increased through development of better 
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barkers, for instance, which would remove the bark from logs at the 
sawmills and make it possible for the sawmills to sell the slabs to pulp 
mills. Inthe West, there is an increasing amount of mill waste going 
into pulp mills. The development of the hydraulic barker, for exam- 
ple, has made it possible to obtain bark-free mill waste, and that devel- 
cpment is of very large importance for pulp expansion in the Western 
States. 

Another possibility is to expand the use of hard woods. So far use 
of hardwood has been confined to other branches of the pulp and paper 
industry and has not yet become of importance for newsprint 
production. 

And finally, there are possibilities for expansion in putting mills 
in areas where there are prospective surpluses of timber growth. 
Those include a few areas in the South, in the Rocky Mountains, and 
particularly in Alaska. scp og 

I might review some of these possibilities in speaking of prospects 
by regions in this country: 

In the Northeastern States the industry has been long established 
for production of newsprint and of other types of pulp and paper. 
There are still four newsprint mills left in this region. There have 
also been several newsprint mills in the Lake States, but, as you know, 
these have gone out of production. In these two regions, the pulp 
industry is faced with very serious shortages of the softwoods—spruce, 
fir,and pine. The industry gets about one-third of its pulpwood from 
Canada, and there is increasing uncertainty about that importation. 
Costs of pulpwood have risen steadily in those regions and the industry 
has faced increasing problems of competition. Many plants have 
been compelled to change production and to shift to the use of hard- 
woods. 

In the Southern pine region—althought we call it “pine region” 
about half the timber there is hardwoods—there are a few areas 
chiefly in the Southeast where improvements in fire protection and 
management have been so rapid that there are prospective surpluses 
of growth in the future. Thus in some parts of this region there are 
opportunities for pulp mills to expand, or new mills to be constructed, 
without seriously affecting the forest resource or crowding out other 
wood-using plants. 

In the Rocky Mountains there are large supplies of available pulp- 
wood but also a problem of water. One large sale of pulp timber 
has recently been made for a new mill in western Colorado, and a new 
pulp and paper mill has just been established in southern Idaho. There 
are a few other locations in this region where timber and water would 
probably permit expansion of ter and paper production. 

Mr. Dotutver. You say new mills. What do you mean ? 

Dr. Josernson. New pulp mills, or new pulp and paper mills. 

In California, also, water is a limiting factor, and there is not too 
much possibility of immediate expansion in this region. 

There are still possibilities for more pulp production in the Douglas- 
fir region. A great deal of expansion has occurred there recently 
based on the use of Douglas fir. Not so many years ago the principal! 
species used for an and paper in this region were the light-colored, 
long-fibered species like western hemlock, fir, and spruce. But with 
the sulfate or kraft process, which is the process use in the South by 
most mills, Douglas fir has become an important raw material for pulp. 
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And lodgepole pine is another western species excellent for paps 
There are opportunities in the Douglas-fir region of Oregon and Was > 
ington for further mill expansion, niakenlede if this expansion is 
based in large part upon use of some of the enormous quantities of 
sound wood that is now wasted. 

Then in Alaska, as indicated by previous witnesses, there are very 
good prospects for pulp and paper expansion, from a timber-supply 
standpoint at least. Ample supplies of very high-quality wood exist 
there. The timber resources of southeast Alaska could support produc- 
tion of at least a million tons of pulp and paper annually. 

On the matter of using hardwoods I might comment further. About 
13 percent of the pulpwood used in this country is hardwoods, and 
mills still depend upon softwoods for 87 percent of the total wood 
used. The hardwood pulp is used for the corrugating medium of con- 
tainer board. It is used in soda pulp for hiehamrede writing paper. 
Hardwood has become increasingly important for certain types of 
paper or board as a result of the development and improvement of the 
semichemical process, It is quite probable that the industry will use 
more and More quantities of hardwood in various types of pulp and 
paper. 

With respect to the use of hardwoods in newsprint, there is consid- 
erable uncertainty. At the Forest Products Laboratory and elsewhere 
hardwoods have been experimentally used in the furnishing for news- 
print and have been used successfully. In some of the tests at the 
laboratory hardwoods have made up as much as 50 percent of a satis- 
factory newsprint sheet. 

Mr. Douiiver. You use the term “hardwood” as distinguished from 
pine and conifers ? 

Dr. Joseruson. That is right. The conifers such as spruce, fir, 
and pine have rather long fibers. They are light in color and bleach- 
ing usually is not much of a problem. The hardwoods usually have 
rather short fibers, so hardwood pulps do not have as much strength, 
at least with conventional pulping processes. With the new semi- 
chemical process, however, where wood is softened with chemicals and 
then mechanically defibrated, the fiber bundles are longer and stronger, 
and the pulp is correspondingly stronger than obtained by the sulfite, 
sulfate, or soda process. 

While the hardwoods have been used successfully for newsprint in 
the laboratory, there have as yet been no large-scale tests on a com- 
mercial paper machine, and it may not react as it did in the labora- 
tory; SO a aa really knows how mixtures with hardwood pulp will 
work until they have been given adequate tests on commercial ma- 
chines, 

It seems probable that, as sofewoods become scarcer and higher in 
price and as techniques are improved, sooner or later we will begin 
to use hardwoods in newsprint as well as in other grades of paper. 
When and if that happens, the forest-resource base will be very mate- 
rially expanded because we do have large local surpluses of hardwood 
growth in many areas, in contrast to shortages of softwoods. 

I might summarize these comments somewhat in a few conclusions: 
First, the timber and associated water resources in the United States 
offer a limited number of possibilities for immediate expansion of the 
industry without serious impacts on other wood-using plants or on the 
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timber resource itself. These opportunities are found mostly in 
Alaska, the Douglas-fir region, and parts of the South. 

Second, the pulp and paper industry will probably continue to ex- 
and in other areas at the expense of other industries such as sawmills, 
ecause of competitive factors, the pulp industry very often can out- 

bid these other users of wood and thus assure themselves a wood 
supply. 
hhird, on the question of whether newsprint production will expand 
as rapidly as other branches of the pulp and paper industry, there 
are a number of uncertain factors. The United States has suitable 
timber for newsprint; but, because of market and price factors chiefly, 
the industry in this country has not been especially interested in build- 
ing newsprint mills, as you well know. Conceivably, before too long, 
Canada may reach a practical ceiling on the rate of expansion in news- 
print production. If our population continues to grow and require- 
ments to increase, we will then be faced with the little more pressure 
to build newsprint mills in this country. And, since there is no tech- 
nical reason why we can’t produce newsprint, it seems quite possible 
that sooner or later we may have more newsprint mills in this country. 
At the present time some interest has been evidenced by groups of 
ublishers and by others in building newsprint mills in the South and 
in Alaska. ‘There hasn’t been too much actual evidence of such inter- 
est in the way of application for tax amortization and actual an- 
nouncement of plans. 

The fourth conclusion is that there are real problems of expanding 
the industry because of the general deficit in growth of the preferred 
softwoods. The impact on the forest resource of pulp-mill expansions 
could be softened by better utilization of woods and mill waste and by 
more use of hardwoods. 

In the long run the United States will be able to meet the timber 
needs of all wood-using industries only by growing more timber. The 
level of growth at the present time, as mentioned before, is below 
the amount we need to keep the sawmills and other wood-using indus- 
tries going permanently. 

The Forest Service believes that growth can be increased sufficiently 
only through a balanced and comprehensive forestry program. This 
includes three major proposals: First, a series of public aids and 
services to private owners to encourage better protection and manage- 
ment of forest lands. These aids include fire protection on State and 
private lands, technical assistance to woodland owners, educational 
efforts, a Federal forest credit system, acceleration of tree planting, 
and similar measures which would encourage private owners and op- 
erators to utilize forest land more intensively and to grow more timber. 

Second, a system of public controls on cutting to halt destructive 
cutting and to insure that all forest lands were kept in reasonable 
conditions of productivity. 

Third, intensified management and some expansion of national and 
other public forests. 

Through such comprehensive measures as these, the growth of tim- 
ber could ultimately be stepped up enough to meet the needs of an 
expanded pulp and paper industry and of other wood-using industries 
as well. However, prompt action to carry out a larger forestry pro- 
gram than we now have is essential if this goal is to be met. 
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I have tried in these comments to give a rather general picture of 
the forest situation. If you would like to supplement that by ques- 
tions, I would be wy glad to try to answer them. 

Mr. Beckworrn. You have mentioned several times that there are 

possibilities of expansion in the South of newsprint industries. Could 
you pinpoint those areas ? 
’ Dr. JosepnHson. We have recently appraised a number of tax amort- 
ization applications which the defense agencies have received from 
the pulp and paper industry in terms of the local availability of timber 
tributary to the applicant mills. We made a rather detailed analysis 
of the entire southern-pine region based on forest survey data, some 
of which is up to date and some of which is a little older. That an- 
alysis indicated that in the area from Virginia through the Carolinas 
and down through most of Georgia and Florida improvements in 
protection and management are occurring at such a rapid rate that if 
the rate of improvement continues there will be a surplus of pine 
growth which will permit an expansion of the present pulp industry. 
In parts of north Sasenia, Tennessee, Alabama, Mississippi, Louisi- 
ana, and northeastern Texas the pine timber resource is being over- 
drawn. 

Mr. Beckworru. Overdrawn / 

Dr. JoserpHson. There is a deficit of pine growth in prospect in 
those areas. 

There is one portion of southeastern Texas which is also what we 
call a surplus area, where some expansion appears possible without 
damaging the resource. 

Mr. Beckworrn. But probably not enough for a whole new plant? 

Dr. Joseruson. Enough, I would say for one or more plants. The 
total amount of proposed expansion involved in these tax applications 
would mean that the southern pine pulp industry would expand by 
at least a third. At the present time southern forests produce about 
half the total pulpwood in the United States; and, if all of the mills 
that are proposed were built, pulpwood drain in the South would go 
up by several million cords. That expansion could hardly be sus- 
tained without seriously affecting the timber resources or crowding 
out other wood-using plants. 

Mr. Beckwortu. Does the individual who undertakes to contract 
for the Government’s timber seem to be having any difficulty in gen- 
eral now? You people can work out satisfactory contracts with those 
individuals, or not ? 

Dr. JosepHson. Mr. Payne may have given some information on 
that. 

Mr. Beckworrn. Yes. 

Dr. JosepHson. And he is a little closer to the problem of national 
forest timber sales. In the South, of course, national forests are a 
rather minor element in the pulpwood picture. National forest tim- 
ber is put up at auction as it becomes of size suitable for cutting, and 
the highest bidder may be a sawmill or it may be a pulp company. 
limber from the national forests in the South goes to both types of 
users. 

Mr. Beckworrn. What I have in mind is, naturally, 4 person could 
not put in a large installation that would require timber in rather vast 
amounts unless he could receive assurances of a rather long duration. 
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What information do you have along that line, as to whether or not 
the average person or firm seeking to expand—what information do 
you have as to whether he could get the proper type of assurance for 
long-term supply ? 

Dr. Joseruson. There must be a great deal of optimism in the in- 
dustry with respect to timber supply. In practically none of the 
current expansions are pulp companies planning to depend upon 
national forest timber as a substantial source of their pulpwood. In 
fact, some companies have proposed to build new mills with practically 
no land ownership, hoping to acquire some land later and to buy most 
of their wahpwond on the open market. 

The industry in the South still depends upon the open market for 
about 90 percent of its pulpwood requirements. The industry has 
acquired an estimated 8 or 9 million acres of land in the South and 
could probably supply perhaps 40 percent of their pulpwood require- 
ments; some companies more, some less. But most companies are 
following a policy of building up the timber on their own lands and 
relying on the open market for pulpwood supplies. And so far they 
have found little or no difficulty in obtaining enough woed from farm- 
ers and other small landowners. 

Mr. Dottrver. What is the basis of that kind of a policy? 

Dr. JoserHson. Most of the timberlands that pulp companies own 
in the South have been cut over. A good many of them have been 
‘ather seriously depleted, and the timber is just too small to be at an 
economic age for cutting. It is good business to let these trees grow 
and to leave them until they are big enough to sell for sawlogs or 
veneer logs which are worth more per cubic foot than pulpwood. 
Some cutting on company lands is needed for thinning purposes. 
Pulp companies get some pulpwood from lumber companies which 
sell the poorer, smaller trees for pulpwood and exchange that for 
sawlogs from pulp company lands. And, of course, some of the pulp- 
wood comes from woods waste. But a good many owners are willing 
to sell their wood to the pulp companies, and as long as that wood 
is available it is good business for pulp companies to build up their 
timber stands. It may not only mean more income in the long run, 
but it provides a reserve which the company can fall back on 1f, for 
any reason, the open market dries up. 

Mr. Breckworrn. You mentioned the overdrawn areas such as, I 
believe, North Georgia and Tennessee. 

Dr. Josepuson. Mostly Alabama, Mississippi, and adjoining areas. 

Mr. Becxworrn. Alabama, Mississippi, and northeast Texas. 
Would it not be unwise, then, for expansion to take place in those 
sections at this time? 

Dr. JoserHson. That has been our view—that it would be preferable 
to have whatever pulp expansion is necessary at this time occur in 
areas where the timber resources are more abundant. 

Mr. Becxworrn; And, if a firm were depending on the open 
market in areas like that, the firm could run into considerable 


difficulty ? 
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Dr. Joseruson. That is right. A good many of these companies 
plan to accelerate their rate of tree planting, but in all cases in those 
deficit areas expansion would mean a serious added drain on the 
timber resource. 

Mr. Becxwortu. This is somewhat aside from the newsprint pic- 
ture, but I was interested in your comments about possibilities of more 
timber from wise practices in connection with timber. As I under- 
stand, you say the best practices are on the publicly owned lands; 
the second-best practices are on the land owned by large concerns, 
I believe you said, did you not? 

Dr. Joseruson. That is right. 

Mr. Becxwortrn. Those two categories constitute what percentage 
of the total tree-producing areas of this country ? 

Dr. JoserHson. The public lands constitute about 25 percent of 
the total commercial area. But they are only contributing about 10 
or 12 percent of the total cut. So much of those lands are back in 
the mountains in the West and are not accessible now. They are 
not up to the level of cut elsewhere. The bigger companies own 
roughly 15 percent of the total. 

Mr. Beckwortu. That makes about 40 percent, does it not? 

Dr. Joseruson. That is right. 

Mr. Beckworrn. How did you break down the remainder? 

Dr. Joserpuson. The remainder is largely held in small owner- 
ships of less than 5,000 acres. 

Mr. Beckworrn. Sixty percent of the commercial areas? 

Dr. Josrruson. That is right. And that is owned by more than 
4,000,000 small owners, farmers and others. 

Mr. Beckworru. Of the total amount of money spent by the Service, 
with which you are familiar, to try to see that we have ample timber 
in this country, what percentage of the money you spend, irrespec- 
tive of what the purpose is, is spent in that 60 percent category ? 

Dr. Joseruson. I don’t believe I could answer that from memory. 
I would be very glad to look up those figures and submit them to you, 
of course. 

Mr. Beckwortu. I would like to have them. Because therein lies 
the real possibility, does it not? 

Dr. Joseruson. That is right. There is a great deal of effort being 
expended on private lands; in the case of the bigger companies, by 
the companies themselves; in the case of the smaller 2 Smeg by 
the States. For instance, in fire protection, I believe the Federal 
Government is now contributing between $9 and $10 million. The 
States and private owners are contributing* considerably more than 
that for fire protection, which is perhaps the largest item of forestry 
expense. 

Mr. Beckworrnu. One factor I would be interested in is: Of the 
$9 or $10 million which the Federal Government is contributing, what 
percentage of that $9 or $10 million is going to the public forests, 
what percent to the 15 percent category, and then what percentage to 
the 60 percent category? Could you break that down ? 
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Dr. Josrruson. I will break that down and let you have it. 
Mr. Beckwortu. I would like to have it. 


(The material referred to is as follows :) 
Avaust 9, 1951. 


Appropriations to the Forest Service in the fiscal year 1951, by broad categories, 
are listed below: 


Category 1. National forests: 
National forest protection and management $27, 542, 405 
Fighting forest fires 6, 000, 000 
Forest development roads and trails 13, 737, 500 
Acquisition of lands for national forests___..._._.....____ ~ 592, 000 
Cooperative range improvements___...____----_-- 650, 000 
Brush disposal (derived from funds deposited by timber sale 

operators ) 1, 400, 000 
White pine blister rust control 1, 804, 500 
Roads and trails for States (obligations) 8, 015, 000 
Forest Pest Control Act (obligations) f j 3, 230, 000 


Total, wational! forests... 2... esd ehknbteblin Gebliis 57, 974, 233 


Category 2. Cooperation with the States: 
Forest fire cooperation_. 504, 900 
Farm and other private forestry cooperation 900 


Total, cooperation with States_...__......._____--____-_ 832, 800 


Category 3. Forest research: 
Forest and range management investigations__._....._--__ », 100 
, 400 


Forest resources investigations__...._.__.___._._.__.._--_-------- 35, OO) 


Total, forest research 


Category 4. Miscellaneous 
Flood control (obligations) 1, 680, 000 
Cooperative work, Forest Service (derived from funds de- 

posited by timber sale operators, owners of land intermingled 
With BaGiondl Terevel; G6.) oo sn ne ht ee 4, 500, 000 


2 a BE EASE tate A Oe ip eae, Ns A 6, 189, 000 


pl nk Salles PES ee Per Daa AE PD eee Be et 80, 216, 533 


By the terms of appropriation acts, all of the above expenditures for national 
forests must be expended for the protection, management, and development of 
the federally owned national forests. 

The appropriations for “Cooperation with the States’ are entirely for the 
benefit of private and State forest lands. The large importance of the States 
in promoting forestry on private lands is indicated by the fact that States and 
private timberland owners spend in excess of $30,000,000 annually on forestry 
programs in contrast to the $10.8 million of Federal funds indicated above. At 
present 357 million acres of private forest lands are being protected from fire 
under the forest-fire-cooperation program. Of this total acreage approximately 
75 percent is in small ownerships. Inasmuch as protection is given private 
lands by State forestry organizations regardless of ownership, the amount of 
Federal funds obligated for fire protection on small ownerships are estimated at 
approximately 75 percent of the above total of $9.5 million. Essentially all of 
the $1.3 million obligated under the farm and other private forestry cooperation 
program are expended for work on small forest land holdings. 

Expenditures for research work cannot be tied to specific areas of forest land, 
and all classes of forest-land owners and operators benefit in some degree from 
the results of forest research. Inasmuch as lands in small ownership constitute 
about 60 percent of the total commercial forest area, it might be said that ap 
proximately this percentage of the total research expenditure would directly or 
indirectly be for the benefit of the small forest-land owners. 
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Some portion of the miscellaneous expenditure likewise is for the benefit of 
small owners, but it is impracticable to allocate such expenditures specifically 
by classes of landownership. 

Mr. Becxworrn. With reference to your comments about the mills 
that border Canada, in the Northeastern States and around the Great 
Lakes region, what information do you have as to whether or not 
just across in the Canadian areas there is ample timber? 

Dr. Joseruson. The situation with regard to the abundance of 
Canadian resources is a little confused, in that there are many con- 
flicting statements made about it. 

Mr. Beckxworru. I speak mainly from the standpoint of accessi- 
bility. Of course, if it were far up in Canada, it might be too far 
to be economic. 

Dr. JoserpHson. Those timberlands adjacent to the border are all 
readily accessible. Near the border the forests are either in private 
ownership—a small part of the total—or else they are Crown lands 
which have been leased to various companies. The Crown lands in 
the accessible part of Ontario and Quebec have been pretty well 
allotted to companies. According to announcements from those two 
Provinces there is not very much room for new mills, and the amount 
of expansion of existing mills is becoming more and more questionable. 

Mr. Becxworrtu. It would be accurate to say that your opinion is 
that our own expansion in those areas, if we sought to expand, could 
not receive a great deal of help from Canadian wood ? 

Dr. JosepuHson. In the Northeastern and Lake States, you mean? 
That is correct. 

Mr. Beckwortu. And the Great Lakes? 

Dr, JoserpHson. Pressure in Canada has been to cut down on the 


export of raw material. In 1947, you will recall, the Ontario gov- 
ernment threatened to gradually shut off exports of te 4 fe from 


Crown lands. Subsequently, arrangements between the Government 
and pulp companies have postponed that action. But there period- 
ically is pressure to restrict the flow of pulpwood shipments from 
Canada to this country, and I doubt if they would look favorably 
upon an increase in pulpwood exports. 

Mr. Becxwortn. Mr. Dolliver? 

Mr. Dotttver. You were mentioning the fact that there were cer- 
tain areas where there might be a possibility of developing woodpulp 
resources. Are there any tax incentives or other incentives being con- 
sidered by the Forest Service or the National Production Authority 
that would help along with the development of the resources ? 

hes JOSEPHSON. The development of the timber resources them- 
selves ? 

Mr. Dotiiver. And the development of processing plants? 

Dr. Joseruson. On the question of development of processing 
plants there is an incentive in the accelerated tax amortization pro- 
vision in the present income-tax law, which provides that investments 
may be written off in 5 years if approved for defense purposes. There 
have been at least 150 applications from the pulp all paper industry 
for accelerated tax amortization on proposed expansions of pulp- and 
paper-manufacturing facilities. 

There are many criteria which the NPA and DPA use in passing 
on these applications, including needs for the specific type of pulp 
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proposed, the feasibility of the applicant getting it sooner than some 
other applicant could produce it, and other factors. 

Mr. Dotiiver. Have many of the applications been passed upon ? 

Dr. Josernson. Most of the applications from the pulp and paper 
industry have been passed on, some approved, some disapproved. 

Mr. Do.titver. Do you know what the percentages were as to the 
approvals and disapprovals ? 

Dr. JosepuHson. I do not have the exact figures on that. 

Mr. Dotttver. Could that be provided ¢ 

Dr. Joseruson. It could be obtained more readily from DPA, which 
is the responsible agency. 

Mr. Dottutver. Your agency, the Forest Service, does not have any 
direct control over that, I take it? 

Dr. JoserHson. The only participation we have is to review appli- 
cations involving expansion to see what the local timber supply situ- 
ation is, to report on the availability of timber resources, and to make 
recommendations which would, with other factors, guide the defense 
agencies in final approval or disapproval. These appraisals of the 
timber resource are designed to indicate where expansion could be 
absorbed most readily with the least damage to the forest resource. 

Mr. Dottiver. Now, to change the subject abruptly, the timber areas 
which you have outlined on the map there before you represent a wide 
range of climatic and rainfall conditions, do they not ? 

Dr. JoserHson. That is right. 

Mr. Dotttver. For example, is it true that in the northeastern re- 
pon, Maine and the adjacent States there, there is an ample rainfall 

ut a short growing season ¢ 

Dr. Josrpuson. That is right. And consequently, rates of tree 
growth are lower than they are in the Southern States, where timber 
grows very rapidly; also lower than in the Pacific Coast States where 
timber also grows very rapidly. 

Mr. Dottiver. Why is it that you can grow it so rapidly in the 
Pacific Coast States? Is that a mild climate and equally well watered ! 

Dr. Joseruson. That is true, this region has a rather mild climate 
and is well watered. The Douglas fir region and the redwood region 
especially, where there is ample rainfall, have high growth rates. 

Mr. Dotuiver. That is also true in the Northwest in the Douglas fir 
area, is it not? 

Dr. JoserHson. That is so. 

Mr. Dotutver. Likewise, it is true in the Tongass National Forest 
in Alaska ¢ 

Dr. JoserHson. That is right. 

Mr. Dotxiver. In the mountain region, ranging from Idaho down 
through Colorado into the Southwestern States, that is relatively dry, 
is it not? 

Dr. Josrruson. Most of that country is, of course, quite dry. At 
the higher altitudes where most of the precipitation occurs there are 
some rather fine stands of pine, spruce, and Douglas fir. 

Mr. Dottiver. Also ponderosa pine ! 

Dr. JosrrHson. That is correct. And farther north in the Rocky 
Mountain area some of the finest forests in the world, the western 
white pine stands, are located. 

Mr. Dotuiver. Is the reproduction in those areas, in this mountain 
area, slower than in the others to which we have referred ? 
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Dr. JosePHSON. Growth rates in the Rocky Mountain States are 
probably lower than the growth rates in the Douglas fir region and in 
on the Northeast. That is one part of the country where the forest 
the South. ‘The are probably a little higher than in the Lake States 
survey has not yet reached. When the forest survey has been made 
there we will know exactly what the relative growth rates are. 

Mr. Dotitver. You mean in the mountain region that you are now 
referring to? 

Dr. JosepHson. That is right. 

Mr. Dotniver. You said that most of the national forests were in 
the western and mountain regions, did you not ¢ 

Dr. JoserHson. That is correct. 

Mr. Dotiiver. And practically none, or a very small percentage, in 
the Northeast, the South, and the Lakes region; is that correct ? 

Dr. JosepHson. There are rather extensive national forest areas in 
the Lake States, and fairly extensive scattered forests in the South, 
but not very much in the Northeast. 

Mr. Dotuiver. Is that cut-over land ? 

Dr. Josrpuson. Yes. Most of these national forests were estab- 
lished in the porer areas. In the South they were bought largely 
during the depression years. They include mainly cut-over lands. 
And while they have been built back until they are probably a little 
better than average now, they were pretty poor in general to start 
with. 

Mr. Dotuiver. What progress is being made in the reforestation of 
these cut-over lands in the Lake States and in the South ? 

Dr. JosepHson. Most of these lands are restocking with some kind 
of tree cover, with limited exceptions. The Lake States at one time 
were pretty badly devastated, mostly by fire. But stands in this 
region are thickening up rapidly, mostly with hardwoods, including 
aspen, and in some areas, with softwoods. 

The trees are not very large in most of these cut-over areas, and 
the trees are not of the highest quality species. In other words, stands 
could be very considerably improved, both in species composition and 
in tree quality and size, by proper management over a period of time. 

Mr. Dotxiver. Is the Forest Service taking any active steps to im- 
prove the quality of the stand and the quality of the trees in those 
cut-over areas ? 

Dr. JosEPHSON. On the national forest lands? 

Mr. Douuiver. Yes. 

Dr. JosepHson. On the national forests, all of the cutting is designed 
to build up the growing stock. As much as the market will allow, 
thinings and improvement cuttings are made and these, along with the 
best-known types of harvest cuttings, are designed to step up growth 
rates and increase the resource base. The best management we know 
is being applied on these national forest cut-over lands, 

Mr. Doutiver. Of course, one of the very great tragedies in the 
forest, district of the United States occurred in the lake regions in the 
upper Mississippi Valley, where enormous stands of white pine and 
other valuable conifers were butchered and destroyed, and the land 
laid waste. I would like your views as to whether there is any pos- 
sibility in the course of a half century or a century of those stands 
of that kind of timber being replaced in those areas. 
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Dr. Joseruson. It is very doubtful if we will ever again see ex- 
tensive areas of large white pine in the Lake States. The forest. sur- 
vey shows that we have had a replacement of a very large part of the 
pine timber with hardwoods especially ae and these species tend 
to maintain themselves with the pine seed trees gone. Some of the 
pine areas are being improved, and compared with 10 years ago the 
Lake States are perceptibly better off in timber resources. But there 
is still need for major improvement and the building up of these 
stands to support the wood-using industries there. 

The most serious problem is the shortage of spruce and fir and 
other preferred softwoods. The pulp industry in the Lake States 
includes a rather large number of mitts. as is the case in the Nort)- 
east. Many of these mills started out using the softwoods, but have 
been compelled to shift over to hardwoods at least in part. They are 
doing that rather successfully. Each year the proportion of hari- 
wood used by pulp mills goes up. <A few of these mills have even been 
reaching out to Montana and Colorado for pulpwood, shipping it 
more than a thousand miles to supplement local supplies of softwoods. 

Mr. Dottiver. Originally, in that concentration of paper and pulp 
plants in Wisconsin and adjacent areas, that was because of the large 
supply of softwoods there; is that not true? 

Dr. JosepHson. That is true. 

Mr. Dotitver. And now they are using them up? 

Dr. Josepnson. The softwoods resources are declining. There is 
still many years’ supply yet, but some companies are already facing 
reduction of output unless they shift over to other species or get 
outside supplies. ‘That is partly why newsprint has pretty well 
dropped out of the picture, there are no mills left in the Lake States 
now that turn out newsprint. 

Mr. Dotiiver. That is all kraft or other grades of paper? 

Dr. Josepnson. That is all kraft or other grades of paper. 

Mr. Douurver. Maybe you are not the right person to ask this 
question of, but is there any possibility of replacing pulpwood by other 
vegetable fibers such as agricultural wastes ? 

Dr. Joseruson. A great deal of experimental work has been done 
on the use of other materials, and technically a great many raw 
materials like cornstalks, wheat straw, bagasse, and so on, can be used. 
Straw was the original source of newsprint and many other types 
of paper. Gradually, we shifted to use of wood, because of cost and 
quality advantages. 

A few years ago a trial was made of a mixture of straw and other 
pulps in a large newsprint mill. ‘The paper was a very good one. In 
fact, in some respects it was better than conventional newsprint. Very 
little interest has been evidenced in continuing such production, how- 
ever, the inference being that, costwise, straw pulp cannot compete 
with wood pulp. 

Bagasse, likewise, has been used to make very fine papers, but in 
large proportions bagasse pulp gives a brittleness and other char 
acteristics which are not desired in newsprint. There is no question 
but what those materials could be used in pulp mixture, and for some 
types of paper they can be used 100 percent. At the present time it 
does not seem that they can compete with wood as the source of news- 

rint. In the case of some materials, like straw and cornstalks, there 
is a storage problem involved in keeping a full year’s supply on hand 
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to keep a mill running. This seasonal factor is important, as well as 
expense. 

Mr. Dotiiver. How about corncobs? Has that ever been tested 
out ? 

Dr. Josrruson. I don’t believe corncobs have been used much for 
pulp. Various chemicals have been obtained from corncobs success- 
fully. But cornstalks have fibers which would have greater strength. 

Mr. Dottiver. There are large stands of lodgepole pine throughout 
the Rocky Mountain region, are there not? 

Dr. Josepuson. That is right. 

Mr. Dotiiver. As I recall lodgepole pine, it is a tall, straight, 
almost branchless species. 

Dr. JosepHson. It grows in very dense stands, which results in the 
trees being pretty well pruned. 

Mr. Dotttver. Does that particular species reproduce itself very 
readily ? 

=p, SAS On areas that have been burned, particularly, lodge- 
pole pine comes in very thickly. We have not had extensive cuttin 
operations yet in lodgepole pine stands. We do not know too muc 
bea how we will react to different types of cutting. 

Mr. Dotiiver. From your testimony I take it that the lodgepole 
pine is an excellent source of wood fiber for pulp ? 

Dr. Joseruson. That is right. With the development of the kraft 
process, the process that is used throughout most of the southern pine 
industry, all of the resinous pines can be used. And lodgepole pine 
makes a very good pulp. 

Mr. Dotutver. But it has not any great value with lumber. 

Dr. JosepHson. It has not been a very important lumber species. 
That is right. It makes a rather good lumber, but the trees are pretty 
a and it has not been able to compete with better species for 
lumber. 

Mr. Dotuiver. Is it ever used for poles for electrical transmission 
lines 

Dr. Josepuson. Oh, yes. The REA, for example, has utilized 
thousands of lodgepole pine poles. And the pole industry in the 
northern Rocky Mountain region cuts and treats many thousands of 
lodgepole pine poles each year. ; 

Mr. Doxutver. They use creosote sometimes, do they not, to pre- 
serve them ? 

Dr. Josrruson. To preserve them, that is right. 

Creosote is the most common preservative chemical. There are 
others as well. 

_ re. Has the experience with their use been rather fa- 
vorable 

Dr. Josrruson. Use of lodgepole pine poles has been satisfactory, 
from all reports. Lodgepole pine, of course, will not provide the 
longer poles, for which we depend on western red cedar, Deakies fir, 
and southern pine. The tree isa rather short one,asarule. But for 
the intermediate and short poles the species is excellent. 

Mr. Dotuiver. Is there any possibility of developing a pulp indus- 
try in the area where the lodgepole pine comes from? 

Dr. Josepuson. The proposed mill in western Colorado is designed 
to use spruce primarily. Designed to use spruce mostly, including a 
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lot of bug-killed spruce out there. A new mill in southern Idaho uses 
mostly Ponderosa and white pine, I believe, in its new kraft mill there. 
I don’t know of any proposed mills which would be based upon local 
use of lodgepole pine. The only use for pulp is involved in the 
exportation to the Lake States area. 

Mr. Dotuiver. You stated, as I understood you, that there are ap- 
ae 150 of these applications before the NPA and Defense 

roduction for pulp mills. But so far as you know, none of this is for 
newsprint ? 

Dr. Josepuson. As far as I know, only one application is for news- 
print. There are rumors that other applications may come in, but 
so far those have been only rumors. 

Mr. Dottiver. Do you attribute that to the fact that while chemical 
pulp is on the critical list, because of its use in other chemical industries, 
newsprint is not on the critical list? 

Dr. Josernson. It would seem to be more a matter of what the 
industry regards as the profit outlook for different types of pulp and 
paper. In the last 20 years we have had a very rapid growth in 
markets for kraft pulp and paper, and the interest of the industry 
has been concentrated on that segment of the industry. 

Mr. Dotiiver. Would you elaborate, there? What are the new 
uses for kraft paper? 

Dr. JosepHson. Expansions in production are pretty much for the 
same uses but in vastly increased amounts. They include bags for 
carrying groceries, wrapping paper for wrapping all kinds of products 
in industry and in retail trade, and container board for shipping in- 
dustrial and agricultural commodities. And to a more limited degree, 
expansion has been for production of tissue papers, some of the higher 
grade book papers, and so on. Those types of paper have obviously 
appealed more to the industry, and that is where expansion has been 
concentrated. 

Mr. Do.utver. Has that been actually true by the fact that, as I 
think you suggested, the profit possibility would be greater in the kraft 
industry than the newsprint ? 

Dr. Josernson. That would appear to be the primary explanation 
of that development, and of the reluctance to build domestic newsprint 
mills. We have had more of a competitive factor with Canada in 
newsprint, of course, than with any other grade of paper. 

Mr. Do.uiver. Again, perhaps, you may not feel qualified to answer 
this, but if you can do so—Isn’t it a fact that there is no tariff or 
import duty on newsprint, whereas the kraft papers are protected ? 

r. JosepHson. That is right. There seems to be a combination 
of reasons why Canada has developed such a large newsprint industry 
and we have not. 

Mr. Dotutver. Do you have sufficient information to indicate what 
the standard of protection is for kraft ¢ 

Dr. JoserpHson. You mean the present tariff on kraft paper? 

Mr. Do.tiver. Yes. What the protection is from import competi- 
tion. 

Dr. Josernson. As I recall now, the tariff for most grades of paper 
is from about 714 to 15 percent. That figure should be verified. 

Mr. Do.iiver. I did not quite catch those figures. I am sorry. 

Dr. Joseruson. From 71% to 15 percent tariff duty on most grades 
of paper. 
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Mr. Dotuiver. That is the reduction ? 

Dr. Josepuson. No; the present level of duty. The present levels 
of duty are somewhat higher on other types of paper. But on con- 
tainer board and kraft, I believe the tariff is from 714 to 15 aoe 
in that general range. But that should be verified. I am not sure o 
It. 

Mr. Dotuiver. Thank you. 

| think that is all, Mr. Chairman. 

Mr. Beckwortu. One further question: Does the cutting of nu- 
merous Christmas trees throughout the country in the Christmas sea- 
son play any appreciable part in the depletion of the forests, in your 
opinion ¢ 

Dr. JosePHsON. I doubt if it is an appreciable source of depletion. 
A good pw! Christmas trees, mainly Douglas fir, come from the 
northern Rocky Mountains, or from the northern Lake States, includ- 
ing slow-growing trees from swamps, and throughout the rest of the 
northern United States, from scattered trees. It is a small factor. 

Mr. Dotuiver. A small factor which has no percentage significance. 

Dr. Josepuson. I have never seen any appraisal of important con- 
sequences of that cutting. 

Mr. Dotuiver. What _ in mind, of course, as you all know, there 
are small trees that potentially would become larger and perhaps use- 
ful in some aspects. 

Dr. JoserHson. And a good many of those would be normally 
crowded out through competition. 

Mr. Becxwortu. The committee has certainly appreciated your 
comments and helpful observations. 

The committee stands adjourned. 

(Whereupon, at 11:35 a. m., Wednesday, August 1, 1951, the hear. 
ing was adjourned, subject to the call of the Chair.) 
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MONDAY, SEPTEMBER 24, 1951 


Howuse or REPRESENTATIVES, 
SPecIAL SUBCOMMITTEE OF THE COMMITTEE ON 
INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to call, at 10 : 30 a. m., in 
room 1334, New House Office Building, Hon. Lindley Beckworth 
(chairman of the special subcommittee) presiding. 

Mr. Beckwortu. The subcommittee will come to order. 

The subcommittee is very appreciative of the fact that there are 
as many of you here as there are, to indicate your interest in the 
problems which the Subcommittee on Newsprint confronts. 

The subcommittee had a very interesting trip in Canada very re- 
cently, and was privileged to meet with the Canadian officials and 
with manufacturers of newsprint there. It was a sucessful trip, we 
feel, in that we exchanged viewpoints. They told us of their prob- 
lems, and we tried to convey to them some of the problems we have. 

I might say that this subcommittee is very mindful of the fact 
that there are many uses for sulfur, and many very heavy demands 
at this time. The entire committee considers legislation that af- 
fects not only the newsprint industry, which is a great user of 
sulfur, but also the oil industry and other industries that do con- 
sume sulfur. So, we are not looking at this matter from a one-sided, 
biased viewpoint, but, rather, from a comprehensive, over-all view- 

oint. 

. It was my privilege, I might say, to correspond with many of the 
papers in Texas recently, and in a number of adjacent States, too, 
States like New Mexico, and Oklahoma, and Arkansas, and Loui- 
sSlana, 

As I have said before, one of the things that causes us all to feel 
somewhat uncomfortable is the fact that there are so many papers 
which are either on the ropes or getting on the ropes, so far as their 
supply of newsprint is concerned, So, the subcommittee does have 
a very great interest in seeing that everything is done to keep the 
supply of newsprint at the greatest possible point. 

The first witness we have this morning is Mr. Ticoulat, who has 
been very helpful and cooperative in the past, and who I know has 
been doing what he can to render the very best service possible. 

You may proceed, Mr. Ticoulat. 

80176—51—pt. 128 427 
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STATEMENT OF G. J. TICOULAT, DEPUTY ASSISTANT ADMINISTRA. 
TOR, CHEMICAL, RUBBER AND FOREST PRODUCTS BUREAU, 
NATIONAL PRODUCTION AUTHORITY, WASHINGTON, D. C.— 


Resumed 


Mr. Ticoutat. Mr, Congressman, I have not attempted to prepare 
a written statement, but I have made some notes here pertaining to 
the subject, and I will be glad to answer any questions. 

Mr. Beckworru. You might make a general statement, if you will, 
Mr. Ticoulat, that will bring the subcommittee up to date. I realize 
it probably will be a brief statement, but we woobd be happy for you 
to give any remarks that you care to at first, so that in them may be 
contained answers to some of the questions the subcommittee has in 
mind. 

Mr. Ticoutar. First as to the supply situation. At previous hear- 
ings, and by letter to you each month, I have endeavored to keep you in- 
formed as to the supply situation and the consumption of newsprint. 
I have the figures through the month of August, for 8 months of this 

ear. We find that for that 8-month period the supply from Canada 
was 3,178,295 tons, and the supply from Europe was 133,590, and 
from the United States, 734,968. 

Mr. Dotiiver. These are tons of newsprint ? 

Mr. Ticovutat. Tons of newsprint, Congressman ; yes. 

That is a total supply of 4,046,853 tons. 

There was an export of newsprint from the United States of 33,127 
tons, leaving a net supply of 4,013,726 tons. 

The United States consumption in that period was 3,834,899 tons, 
an excess of supply over consumption of 178,827 tons. 

Now, that figure might be a little misleading, because in the months 
of July and August there is a seasonal drop in the use of newsprint, 
and the consumption the last 3 or 4 months of the year is normally 
at a higher rate. So, it would not be safe to assume that that excess 
of supply over consumption would continue at that same rate. 

Actually, the consumption the first 8 months of 1951 as compared 
to 1950 was almost identical, within 0.2 percent of the consumption 
of the last year. 

Mr. Harris. You are speaking about domestically, in the United 
States? 

Mr. Ticounat. That is correct; domestically, in the United States. 

The production in Canada in the 8-month period increased by 188,- 
000 tons, 5.4 percent. The shipments to the United States from 
Canada increased by 84,000 tons, 2.7 percent; and the United States 
production for the 8 months of this year was 734,968 tons, an in- 
crease over last year of approximately 70,000 tons. 

Mr. Harris. Is that increased production due to the expansion of 
existing facilities, or have there been some new mills constructed ? 

Mr. Ticovtar. I would not call them “expansion,” Mr. Congress- 
man. They have been due to a speed-up of present facilities. Up to 
this time, or during the last 3 or 4 years, there has been no expansion, 
with the exception of the one expansion in Alabama during 1950. 
So, it is all due to yg ot in the United States. 

Now, to get to the sulfur situation, as applied to Canada first— 


and I separate Canada from the United States because nearly 8) 
percent of our newsprint comes from Canada—in Mr. Fowler’s mem- 
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orandums of August 15 and 20, his conclusions were based upon 
erroneous assumptions, and that was that the shipments to Canada 
in 1951 would be substantially less than 1950 use. When he first re- 
leased this document, I phoned him and called to his attention the 
fact that it was our plan to supply to Canada sulfur at the same 
percentage rate as was supplied in total to United States industry, not 
by individual industry but by total industries. 

‘For the first 7 or 8 months of this year, the total shipments of sul- 
fur to the United States, again not by industry but total shipments, 
have been substantially at a rate of 100 percent of 1950 use; and our 
commitment to Canada, therefore, was to see to it. that they received 
the same percentage. They have been assured of this fact. 

A meeting was ealled on August 29 with representatives from Can- 
ada present, the minutes of which meeting were covered in a memo- 
randum of September 12, which I would be glad to read or make a 
part of the record, whichever you prefer, wherein we committed our- 
selves to ship to Canada during this year exactly the same amount of 
sulfur as they consumed in 1950. 

(The memorandum referred to is as follows :) 


DEPARTMENT OF COMMERCE 
NATIONAL PRODUCTION AUTHORITY 
SEPTEMBER 12, 1951. 


MEMORANDUM OF MEETING 
Aveust 29, 1951. 

Present: F. J. Curtis, Chemical, Rubber, and Forest Products Bureau; G. J. 
Ticoulat, Chemical, Rubber, and Forest Products Bureau; J. F. Wood, Chem- 
ieal Division ; Jack Smith, Canadian Paper and Pulp Association ; R. H. Fowler, 
Canadian Paper and Pulp Association; Mr. Wright, Canadian Department of 
Defense. 

The question of the sulfur supply was thoroughly reviewed, and it was agreed 
that Canada would receive for the year 1951 shipments of 335,000 tons of sulfur 
(which is the amount consumed in 1950), although it is possible that the 28,000 
tons still unspecified (bringing the total 1951 to 335,000) would have to be 
shipped in November and December. The Canadians were also informed that 
from the projection of production and supply, barring some unexpected devel- 
opment, it appeared as though we could assure them of 335,000 tons for the 
next year, with the possibility that as the year progressed we might be able 
to improve on this. Later they were informed that their base allotment for 
1952 would be 335,000 tons plus 10,000 tons for defense industries and new 
plants, but that they were to arrange so that American Cyanamide supplied 
the American steel industry the same amount of acid as in 1950 from the 
Canadian allocation. 

It was made clear that our intention was to take care of the Canadian sulfur 
requirements on the same basis as we took care of the United States require- 
ments. An illustration would be if the amount of sulfur available was such that 
we could supply American industry only 95 percent of the amount used in 1950 
during a certain period, then that would be all that could be supplied to Canada. 
If for any reason it was necessary to cut down the supply to American industry, 
the supply to Canada would be cut down in the same proportion. 

Mr. Fowler pointed out that with this adjustment he was prepared to recom- 
mend to industry and his Government that the pulp and paper industry maintain 
the present rate of operation even though it would require further depletion of 
inventories. He was confident that they could do this for the balance of this 
year and the first quarter of next year, and it was hoped that the sulfur situa- 
tion would be sufficiently improved by then to enable continuance of full opera- 
tion. This, of course, would have to be reviewed later. 

In answer to a question as to what their obligation would be if they were to 
purchase additional sulfur from outside sources, Mr. Sweet, American repre- 
sentative on the IMC, stated that the committee was asked this question and he 
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stated that it was the accepted policy that, if a country obtained sulfur from a 
country outside of the countries allocating sulfur or receiving sulfur allocations. 
such purchases and use would not be counted as part of their allocation. 
The Chemical Division will take the necessary steps to see that deliveries are 
made in accordance with the above, 
C. G, Ticouar, 


Mr. Ticovutat. When you consider that the Canadian shipments of 
newsprint to the United States for the first 8 months of this year 
increased only 2.7 percent, it is quite apparent that they were able to 
maintain production during that period with the sulfur that they had, 
at even a slightly higher rate than in 1950. I am quite sure that our 
Canadian friends are as resourceful as American manufacturers, and 
have undoubtedly accomplished the things that were done here, 
whereby, with the same amount of sulfur, some 5 or 10 percent more 
— is being produced. 

ow, as to next year, our commitment to them is to supply them 
with sulfur on the same basis as we supply to American industry. If 
the supply to American industry should continue at the rate of 100 
percent of 1950 use, our commitment to Canada is to supply sulfur 
in the same amount. 

It became quite apparent from the press releases from Canada that 
what they were endeavoring to do was to divert whatever amount of 
sulfur we were allocating to them to other uses, expansion of other 
industry ; and then, if a cut was necessary in sulfur shipments, to take 
it all out of newsprint. 

This we would consider entirely unfair and unreasonable. If it 
should become necessary to cut sulfur during next year, which I hope 
will not be necessary, we would probably want to consider, in our 
negotiations with the Canadians, a plan whereby the sulfur was allo- 
cated for a specific purpose—that is, a certain amount for newsprint 
and a certain amount for other industrial purposes—so that they 
would not divert it away from newsprint to other industries and then 
put on the political pressures and the heat, and what not, to get addi- 
tional sulfur for newsprint. 

Mr. Harris. Is sulfur allocated in this country now ? 

Mr. Ticou.at. By a restrictive-use order, Mr. Harris; there is an 
order being prepared which will actually be an allocation order. At 
the present time there is a restrictive-use order. Any industry is 
permitted to use up to 100 percent of 1950 unless by directive permitted 
to do otherwise. 

I might say it is a restrictive-use order, but permission to ship has 
to be granted; so that it is a form of allocation. 

Mr. Harris. Does it have any allocation or restrictive uses in 
Canada ? 

Mr. Ticounat. Not controlled by us here; and up there they have 
done so simply by the distribution of the available sulfur as they have 
seen fit, and thus far they have allocated sulfur at a rate that has 
enabled them to maintain the present high rate of production. 

We now have assurance from Mr. Fowler that for the balance 
of this year they will continue to do so, although a part of the sulfur 
will have to be used from their inventories in order to maintain that 
rate of production. 

Mr. Harris. I want to see if I understand your explanation here. 
For the rest of this year, you have assured the Canadians that they 
will receive 100 percent of what they received in 1950? 
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Mr. Ticoutat. Of what they used in 1950. 

Mr. Harris. What they used. And, also, that they will receive the 
same that has been allocated to all other industry in this country ¢ 

Mr. Ticou.ar. That is correct. But we may choose here to allocate, 
by industry, in varying percentages. To date we have made no 
attempt to control such a distribution or allocation in Canada. 

Mr. Harris. [ appreciate that, but next year it is being contemplated 
that, if there is no reduction in the available supply of sulfur to 
industry, you will assure the Canadians that they will receive an 
equal amount being used by all other industry in this country ? 

Mr. Ticoutat. No; an equal percentage, Mr. Congressman. If we 
supply sulfur here at the rate, shall we say, of 100 percent, Canada 
will receive 100 percent of what they received in 1950. 

Mr. Harrts. That is what I meant to say. 

Mr. Ticou.ar. That is correct. 

Mr. Harris. But you will not use the other alternative procedure 
of assuring them as much as all other industry in this country used 
in 1951? 

Mr. Ticoutat. As they used in 19517 

Mr. Harris. Yes. 

Mr. Tricoutar. It appears now that the 1951 figure is going to be 
pretty close to the 1950 figure, and, in fact, that would appear so 
from the first 8 months’ figures to date. But we do not know what 
that may be for the balance of this year. 

Now, as to the sulfur situation with domestic newsprint mills, about 
a third of the production is in the South, where the long fiber used is 
kraft pulp or sulfate pulp, and no sulfur is required. The balance pri- 
marily is in the Northeast and in the Pacific Northwest, where sulfur 
is required ; and those mills, with the same amount of use permitted 
as in 1950, have been able to increase their production approximately 
jto8 percent. And, as long as they are assured of the present or same 
amount of sulfur, it appears as though they can continue that same rate 
of increased production. Any decrease from that figure would affect 
the production of newsprint. 

Are there any questions you wish to ask me on the sulfur situation ? 

Mr. Douuiver. Is there any prospect, within the immediate future, 
of increasing the supply of sulfur produced in the United States ¢ 

Mr. Ticoutat. I hope so, Mr. Congressman; but we have here a 
number of experts on that subject from the sulfur industry, and else- 
where, who can give you more intelligent answers on that. I hope that 
in their discussions some of them will bring out the question as to what 
possible increase in production might be obtained or, shall I say, what 
of the present inefficient, high-cost production might be continued if 
price relief were granted. I am given to understand that, as these 
domes peter out, there is still sulfur in the ground, but they cannot 
afford to take it out. 

Mr. Doturver. At the present price? 

Mr. Ticoutar. At the present price, yes, sir. And during this 
period of shortage I am of the opinion that, if that is so, something 
should be done about it, so that no sulfur domes or plants will be cur- 
tailed or shut down because of high cost. 

_ Mr. Doxtiiver. Well, now, do I understand by inference that there 
is presently a ceiling price on sulfur? 

Mr. Trcounat. That is correct, sir. 
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Mr. Dotiiver. And that ceiling price is such as to inhibit ox prohibit 
the production of the high-cost sulfur that you have referred to? 

Mr. Ticoutat. I do not know that it has curtailed production yet; 
but from conversations, I am inclined to believe that that might hap- 
pen; and that should be prevented if at all possible. 

Mr. Dottiver. Would you care to express an opinion as to whether 
the lifting of that price ceiling would stimulate production of sulfur 
at the present time ¢ 

Mr. Ticou.ar. | am not proposing, nor have I sufficient facts to sug- 
gest, that that would be necessary insofar as their over-all production 
is concerned, but I am inclined to believe that that might stimulate or 
at least prevent the curtailing of some of these high-cost operations. 
and a higher ceiling for export might result in encouraging some of 
our foreign friends into using some of the high-cost sulfur and sub- 
stitute means which are available to them in their own countries. 

Mr. Dotuiver. Well, the fact is that, as it is now, the low-cost pro- 
ducers of sulfur dominate the world market to such an extent that the 
production of sulfur from other sources is practically nonexistent. Is 
that correct ? 

Mr. Ticoutar. I would not say “nonexistent,” but it is not encour- 
aged. There is a considerable amount of sulfur produced elsewhere, 
and others here can give you the exact statistics. 

Mr. Douuiver. There has been an allocation of American sulfur— 
has there not—by the appropriate authorities in the National Pro- 
duction Authority ? 

Mr. Ticou.ar. An allocation of sulfur—are you talking about ex- 
port now ¢ 

Mr. Dotiiver. Yes; I am talking about export. 

Mr. Ticoutar. Yes; there is an allocation each quarter, quarter by 
quarter. 

Mr. Dotuiver. And, as I understand it, or understood your testi- 
mony a few moments ago, the production in this country is of such 
proportions that the allocations which have been made to the Canadian 
newsprint industry are 100 percent of their use for the year 1950? 

Mr. Ticounat. That is correct. 

Mr. Dotuiver. In other words, they are not being permitted to build 
up any reserves ? 

Mr. Ticoutat. I would like to correct that statement. The alloca- 
tions to Canada are 100 percent of the Canadian use. I do not believe 
that they are allocating the sulfur which they are receiving, exactly 
100 percent to all industries. 

Mr. Do.uiver. You mean Canada is not ? 

Mr. Ticoutatr. That is correct. And I am quite sure that they have 
cut down shipments to Canadian newsprint mills something below the 
100 percent, so that the Canadian newsprint mills operating at present 
rate of capacity are using some inventory. The balance of the sulfur 
has been diverted to other industries in Canada. 

Mr. Dotutver. Has there been any attempt in our allocation thus 
far—that is, the allocation inside our country of sulfur in Canada— 
to control its end use in Canada ? 

Mr. Ticovutar. Not up to this point, Mr. Congressman; no. 

Mr. Dotutver. Do you think that such an attempt will be made in 
the near future, or do you envisage any necessity for such an end-use 
allocation ? 
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Mr. Ticovtar. I stated previously that I felt that it should be a 
matter of negotiation with the Canadians, and I am quite sure that an 
equitable arrangement can be arrived at. 

Mr. Dotutver. Of course, in this present so-called emergency situa- 
tion, there are certain materials that are on the so-called essential list. 
Is sulfur on that list ? 

Mr. Ticounar. There is no essential list that I am aware of, Mr. 
Congressman. You mean critical materials? 

Mr. Dotuiver. That is right. 

Mr. Ticoutar. Sulfur is considered one of the critical materials. 

Mr. Dotiiver. Sulfur is considered critical; and I should have used 
“critical” instead of “essential.” Sulfur is one of the chemicals on 
the critical list, then ? 

Mr. Ticovnat. It is one of the materials on the critical list. 

Mr. Dotiiver. The same as steel and other items ¢ 

Mr. Ticounar. Certain nonferrous metals, and tungsten, and molyb- 
denum, and others. 

Mr. Dotiiver. Can you give us any light as to the plans at the 
International Materials Conference for a further allocation of news- 
print ¢ 

Mr. Ticounar. Yes; I believe I can, Mr. Congressman. 

Mr. Douuiver. Maybe I am getting away from the subject you wish 
to be interrogated about, but I would like to have whatever infor- 
mation you have. 

Mr. Ticoutar. I am the American representative, as you know, on 
the Newsprint Committee, and we are now in the process of allocating 
some additional newsprint for export, and there will be a press release 


in the morning paper. I would be glad to submit it for the record, 
but with the request that it be not released for publication until 
tomorrow morning, 

Mr. Beckwortn. That certainly is acceptable, Mr. Ticoulat. 
Mr. Ticoutar. I will present it to the gentleman here for the record, 
then. 

(The information referred to is as follows :) 


[Press Release No. 44, September 24, 1951] 
INTERNATIONAL MATERIALS CONFERENCE 
Washington, D. C. 


The Pulp-Paper Committee of the International Materials Conference an- 
nounced today that its member governments have accept a unanimous recom- 
mendation made to them by the committee in favor of a third emergency allo- 
cation of newsprint to countries in special need. 

This third allocation of 15,800 metric tons has been made to 10 countries as 
follows: 

Metric tons Metric tons 

Brazil De Ot Wn oe sd sk sid eset _ 1,500 
1, 000 | Nicaragua 400 

Dominican Republic 500 | Spain en Ny 
France 2, 000 | Uruguay — _. 1,200 
Gorm ui St _._. 5,000 | Yugoslavia _. 2,000 


The third allocation brings the aggregate allocation of newsprint by IMC to 
date to 27,500 metric tons. The two previous allocations of newsprint made by 
IMC on May 30 and June 24 amounted to 11,700 metric tons, divided as follows: 
to France, 2,700 tons; Greece, 1,440 tons; India, 2,250 tons: Malaya and Singa- 
pore, 680 tons; Pakistan, 450 tons; the Philippines, 2,340 tons; and Yugoslavia, 
1,890 tons. 
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In today’s announcement, the committee stressed that the quantity of news- 
print being made available for allocation is limited because it will be diverted 
from contracts between Canadian and United States producers and Canadian 
and United States publishers. The latter are foregoing such newsprint for this 
purpose. As a consequence, allocations were made only to countries where 
emergency conditions existed. The quantities allocated so far will be taken into 
account in any future program. 

The committee is still considering the over-all newsprint situation, taking into 
consideration the limited supplies available for any allocation. The committee 
advises all consumer countries not to cancel their contracts or fail to take up 
supplies offered in the hope of receiving newsprint through IMC allocations oy 
more advantageous terms. 

The 14 member governments of the Pulp-Paper Committee are: Australia, 
Austria, Belgium, Brazil, Canada, France, the Federal Republic of Germany, 
Italy, Japan, The Netherlands, Norway, Sweden, the United Kingdom, and the 
United States. 

Mr. Ticoutar. The total amount of newsprint which will have been 
allocated, including this new allocation, will, for the year 1951, be 
slightly less than one-half of 1 percent of the total consumption of 
newsprint in the United States. 

Mr. Doxttver. I am not sure I understand that statement. Would 
you restate that, please / 

Mr. Trcoutar. The total amount of newsprint that will have been 
allocated by IMC, for foreign shipment, during the year 1951, will be 
something less than one-half of 1 percent of the total consumption 
of newsprint in the United States. 

Mr. Dotttver. So it is an insignificant portion of the total supply 
which the International Materials Conference is dealing with; is that 
what you are trying to say? 

Mr. Ticoutar. That is right; and that is what we have done. 

That is not entirely all of that which is being requested. The re- 
quests for allocation were away out of proportion, in my opinion and 
in the opinion of many others, to actual needs, based on the fact that 
the price of newsprint here and in Canada is so much less than the 
international price that there was a very definite desire to buy cheap 
newsprint. The price here now is around $116, and the price in 
Europe and Asia and elsewhere varies from $250 to $350, and in a few 
cases as high as $400 aton. Sothat the temptation of our friends was 
quite naturally to endeavor to obtain the low-price newsprint. 

When we received the statistical information and the requests, it 
required a great deal of screening and cooperation with all of the 
supplying countries, and from this information we were able to deter- 
mine which of these countries had canceled or were endeavoring to 
cancel or were refusing to accept offers from their normal sources of 
supply, and all of those were screened out. 

The total amount of newsprint then required for international al- 
location was reduced very substantially, but this still left a figure that 
would have been in the vicinity of 3 percent of the total consumption 
of this country—quite a substantial figure, if it would have had to be 
taken away from American publishers. That included requirements 
from many countries whose needs were undoubtedly great, countries 
who were publishing 6-page papers, countries whose per capita uses of 
newsprint was substantially less than it was prior to the war in the 
years 1938-39; but because of the limited amount of newsprint 
available for this purpose, we refused to make any allocations where 
the result would be an increase in the consumption of newsprint of 
any of these countries—not because in all cases we felt it was not 
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needed or even desirable, but because we do not have the newsprint 
available to allocate unless we were going to direct it way from Amer- 
ican publishers. 

The allocations that have been made, which have been strictly emer- 
gency, were made with the knowledge of many of the publishers, and 
it was discussed in their advisory meetings and they were agreeable 
to an allocation, even though it meant some curtailment in their use. 
Actually, with the increased production, it has not been necessary to 
curtail their use to date. 

Mr. Dottiver. That is, increased production in the United States? 

Mr. Trcounat. And in Canada, and the increased supply, and it 
has not been necessary to curtail the use of any newspaper in order 
to take care of these allocations. 

Now, in the IMC, consideration is being given to the desirability 
and the possibility of allocating newsprint in order to enable some 
of these countries to increase their consumption of newsprint slightly. 
Again, it is a very desirable thing if it could be done and can be done 
from increasing production, and without affecting the publishers 
in this country. 

Mr. Dotiiver. Would you care to specify those countries where 
that encouragement was given? 

Mr. Ticounatr. I can name some of them. Great Britain was one. 
Before the war they consumed approximately 1,200,000 tons of news- 
print, and in 1950 it was about 650,000 tons of newsprint. 

France, before the war, consumed over 400,000 tons of newsprint, 
and in 1950 it was approximately 305,000 tons. 

Germany—the figures are confused because you have the prewar 
statistics including Eastern Germany, and the present ones include 
only Western Germany. But it is quite apparent that the per capita 
usage today is considerably less than it was prior to the war. 

Australia is another one whose per capita consumption has de- 
creased substantially. , 

There are a number in South America, and there are a number of 
countries whose usage of newsprint has been insignificant, and whose 
standards of living and literacy are increasing, and they are asking 
for increased amounts in small quantities. 

Mr. Harris. What was the figure you gave for France? 

Mr. Ticovtat. From 400,000 tons prewar to 310,000 last year, ap- 
proximately; and for the record, I will give the exact figures, and 
these are the approximate figures. I will correct them if there is 
any substantial change. 

Mr. McGutrr. I have a few questions. 

As you know, we were up in Canada for a week, studying this 
particular situation. Have you already told Canada how much sulfur 
you were going to let them have the next 8 or 10 months? 

Mr. Ticou.at. For the balance of this year, exactly, at a meeting 
that we held with them on the date of August 29. 

Mr. McGurmer. We were up there from September 4 to 11, 
and they told us that the critical period—and I will read the notes 
I took at the meeting so you will know what they said—they said 
there was no long-term sulfur problem in Canada, that is, from a 
10-year point of view; that if the United States cannot take care of 
the sulfur requirements, Canada plans to convert. The next 
18 months is the critical period. If the United States takes care of 
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them, they will not convert. They can get liquid sulfur from gases 
from nickel plants. That is, as of the day we were there, they said, 
“What we would like to have you fellows find out is what the United 
States is going to do in the next 18 months.” 

Mr. Ticounat. Their situation is critical, just as ours is, and during 
the same period of time. Certainly, unless they convert and unless 
our friends in Europe convert and unless we do a lot of converting, 
an expanding of sulfur production shortages will continue indeti- 
nitely, and we will have a crisis. 

Mr. Dotutver. What do you mean by “convert”? 

Mr. McGuire. Make their own sulfur. 

As long as you brouglit up Europe, they brought out the fact that 
there were great deposits of sulfur in Sicily that they are not working; 
and is anybody making any plans to have them start working on 
that? 

Mr. Ticou.at. Every effort is being made to encourage that. I do 
not know just exactly what specific plans there are, except to inform 
them that, during next year the allocation of sulfur to Europe will 
decrease, and they had better be doing something about it. 

Mr. McGuire. One thing I wanted to bring out was that I think 
we should be very indebted to these manufacturers of newsprint, 
both in this country and in Canada, because the fact was brought out 
up there that in spite of the fact that there has been a lot of howling 
about the price of newsprint, while 70 percent of their business is 
newsprint, from the other 30 percent of the things they make from 
the pulp, they make 50 percent of their profits. So I think we ought 
to commend them for being so darned decent and not gouging the 
public, as a matter of fact. 

Mr. Ticoutar. They are td be commended, and they have been 
very cooperative; but the true facts are that generally a newsprint 
mill has to make newsprint and could not divert all its production 
to pulp and sell it as pulp. 

Mr. McGuime. Another thing brought out, that I think was inter- 
esting, for the record, was the cost of a newsprint factory—we wanted 
to know why they are not putting up new newsprint factories. And 
one of them cost $20 million 10 or 15 years ago, and they cost about $60 
million to put one up now. 

Mr. Ticou.atr. Even at a greater proportion than that; that is 
right. 

Mr. McGutre. So that, whereas they are just eking out a fair profit 
now, it would not pay them to put up a new plant / 

Mr. Ticou.at. That is right. And the fact that there is only one 
newsprint mill now in the course of construction, I believe the only 
one or the only new newsprint mill in Canada in 15 years, is evidence 
of that. And that particular one is costing the company that is build- 
ing it four times as much as the newsprint mills that they are now 
operating. 

Mr. McGuire. We could not have met a finer group of gentlemen, 
and the one thing that they brought out was that they liked doing 
business with the United States, and they do not want to do anything 
to break down the ties, because they are sure of being paid by you, 
but they are not so sure of the other people. 

Mr. Ticounat. They are very cooperative in all of our relations. 

Mr. McGuire. That is all. 
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Mr. Dotxiver. I have one other question, and then I will yield the 
floor. 

Is there anything to the information that I have received that, 
actually, France is exporting some newsprint to us ¢ 

Mr. Ticoutar. France exported some newsprint to the United States 
and elsewhere, the early part of this year. It was a part of a deal that 
they were really forced to make, wherein they were able to purchase 
some sulfite pulp from Canada, in return for which they had to 
obligate themselves to ship newsprint to certain publishers. The 
amount of pulp that they received in that trade enabled them to 
produce four or five times as much newsprint as that which they 
actually exported, so that the net effect was the creating of an addi- 
tional supply of newsprint which would not otherwise have been 
available. 

Since then, France has put an embargo on exports of newsprint, 
and now are exporting only to their own possessions, and no one else. 

Mr. Dotuiver. Well, how do they solve the price differential, and 
newsprint in this country is $116 a ton, and you say in Europe it is 
$200 to $400 a ton. 

Mr. Ticoutat. The price has been $116, Mr. Congressman, and that 
is the frozen price of the American mills. There is no fixed ceiling 
price, insofar as OPS is concerned, on imports of newsprint. So that 
if it were available and someone wanted to pay the price, they could 
conceivably have charged a higher price, and did in this case, a con- 
siderably higher price than the American price of newsprint. 

Mr. Dotiiver. Some way or other, that seems to me just a little 
unfair to the American producer, to put a ceiling on the price they are 
to receive, and let importers charge any price they want. I do not 
ask for an answer to that, and I yield the floor. 

Mr. Harris. Will the gentleman yield to me? 

May I ask you, Mr. Ticoulat, what percentage of the sulfur product 
going into industry is considered to be an essential part of our na- 
tional defense program ? 

Mr. Ticoutat. I could not answer that, because it is so involved, 
and used in so many products, chemicals of all kinds, newsprint, 
steel, rubber, oil, and I do not believe anyone could say that any part 
of it was not a very definite part of our defense program. 

Mr. Harris. Well, let me put it another way, then: That if it were 
not for the national defense impact on the sulfur industry, what, in 
your opinion, would be the situation ? 

Mr. Ticou.tar. Well, if our industry was running at the present 
rate, of course, theoretically we would be consuming the same amount 
of sulfur, and to the extent that industry might be curtailed below 
its present rate of production because of no defense effort, the use of 
or demand for sulfur would be decreased to that extent; and the most 
pessimistic estimates of short supply seem to range around 6 or 7 or 
8 percent, so a decrease in our industrial production of 6, 7, or 8 per- 
cent might put us definitely in balance. 

Mr. Harris. For instance, we could take the records that have been 
given to us from the steel industry, for instance, and the amount 
of steel that has been made available to your own organization, that 
iss NPA, for allocation purposes, other than essential defense in- 
dustry, and we can take the oil industry and we can find from their 
records and reports approximately what is being required for the 
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national defense program, our military program, thus leaving about 
what is available to domestic use or normal usages. I was wonder- 
ing, since we can do this in other industries, if it could be determined 
in the sulfur industry just what effect this all-out mobilization pro- 
gram is having. 

Mr. Ticovu.at. A very complete set of statistics and records has 
been obtained, and a new sulfur order or amendment to the present 
sulfur order is about to be issued, which takes those facts into con- 
sideration, perhaps the first reasonably accurate breakdown of the 
uses of sulfuric acid and sulfur that we have ever had; and that 
information is available. 

The question of which is more essential than another becomes 
matter of opinion, to some extent, but at least we know now where 
the sulfur is going. 

Mr. Harris. It would be fairly safe to say that ‘because of our 
sustained efforts toward mobilizing, it is having a serious impact on 
the sulfur industry ? 

Mr. Ticoutat. There is no question about that, Mr. Harris. 

Mr. Wotverton. From whom could that be obtained ? 

Mr. Ticouxat. I believe it can be obtained from the Chemical Divi- 
sion, and I do not know that Mr. Wood, who is here today, is prepared 
with the figures here, but the figures are available through his Division. 

Mr. Wotverton. Does that breakdown include the foreign situa- 
tion, as well as the domestic ? 

Mr. Trcoutat. Not by uses or end use in foreign countries, but as to 
the amount allocated: yes. That information I have here. 

Mr. Wotverron. From the standpoint of allotments for foreign 
use ? 

Mr. Trcovutat. I have that information here, Congressman, if you 
care to have it. 

Mr. Wotverton. Well, I think that that is necessary to complete the 
picture. 

Mr. Ticoutat. In 1949, there was exported, exclusive of Canada, and 
including ground sulfur, 1,162,000 tons. In 1950 there was exported 
1,075,000 tons. The first 8 months, or the first three quarters of this 
year, there has been allocated and will have been shipped 730,000 tons 
of elemental sulfur, plus 22,500 tons of ground sulfur, a total of 752,500 
tons. 

The question of allocation for the fourth quarter is now under con- 
sideration. There is disagreement at the moment as to whether that 
should be 230,000 plus 7,500, or whether it should be 250,000 plus 
7,500. If we take the higher figure, the totals shipped during this 
year will have been 1,010,000 tons. If we take the lower figure, thie 
total shipped will have been 990,000 tons. In either case, considerably 
below 1950 and considerably below 1949. 

Mr. Wotverton. Are you familiar with the elements that enter into 
the allocation for foreign use ¢ 

Mr. Trcou.ar. Of sulfur, you mean ? 

Mr. Wotverton. Yes. 

Mr. Ticoutar. It is allocated through the International Materials 
Conference through the Sulfur Committee, and statistics have been 
obtained from all producing and consuming countries, and it is an 
international allocation, including the allocation of other foreign sup- 
plies. I have not seen the statistics, nor have I been a party to thi 
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allocation, but it is done on a statistical formula as between the various 
countries. 

Mr. Wotverton, Who is the American member ? 

Mr. Ticoutat. Mr. Sweet is the American member. 

Mr. Wotverton. What official position does he hold ? 

Mr. Ticoutat. Other than his responsibility as a representative of 
the Sulphur Committee, I believe he is with ECA. 

Mr. Wotverton. Does it, to your knowledge, contemplate end use, 
or is the allocation made in bulk to foreign countries ? 

Mr. Ticounat. Allocations in bulk, Mr. Congressman; and if there 
is any control in end-use, it would have to be done and would be done 
only by the importing country, and I know of no such case. 

Mr. Wotverron. Is it assumed that the end-use is of a nature that 
is proper, considering the shortage of sulfur? 

Mr. Ticoutat. Well, on the same basis that we have in our alloca- 
tion order here permitted 100 percent use by industry without con- 
sideration of essentiality, certainly no such consideration has been 
given on foreign uses. 

Mr. Wotverton. In the event that there should be the necessity for 
a cut in that 100 percent, would that, in your opinion, require study 
from the standpoint of foreign use? 

Mr. Ticoutar. Yes. But as a matter of fact, Mr. Congressman, it 
is contemplated, with no commitment having been made, that the 
exports of sulfur will be progressively decreased during the coming 
year, and in the hope that it can be done in a way that will not affect 
relations with our friends across the seas. 

Mr. Wotverton. Well, what I had in mind was the extent to which 
sulfur may be used in products that would not be essentially necessary, 
considering a war standpoint or contemplated war standpoint. 

Mr. Ticoutat. If you mean overseas, Mr. Congressman, I know 
of no way that we can tell any country to whom we are allocating 
sulfur, exactly how they shall use it, short of all-out war, when we 
may have some such agreements. There is no such program now that 
would enable us to do so, nor has any attempt been made to do so. 

Mr. Wotverton. There would be no doubt as to our right to de- 
termine that with respect to domestic users; is that correct ? 

Mr. Ticounat. That is correct. We could determine that and can 
control that domestically. 

Mr. Wotverton. And yet we cannot—when we are the giver—we 
cannot attach any conditions to it if it goes abroad that we could 
attach to our domestic users ? 

Mr. Ticoutat. By negotiation with some of these countries it is 
possible that that could be done, Mr. Congressman, but I know of 
no other way we can do it here; that is, unless we wanted to take an 
arbitrary position, and I do not think that that is our desire yet, and 
certainly it has not been the desire in the committee with which I have 
had anything to do to date. 

Mr. Wotverton. That is all. 

Mr, Denny. Mr. Chairman, I was very glad to hear what Mr. Mc- 
Guire said, and Mr. Ticoulat has agreed, that there is nothing of a 
controversial nature in this at all, and it is subject to negotiation, 
which will end up, I think unquestionably, in agreement. 

I have noticed some of our friends have been trying to create the 
idea that there is a controversy going on between the two countries, 
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and that there is some trouble brewing. Maybe that is because so many 
of our newspaper friends like to have a little sensationalism in any- 

thing that comes up. But I do not believe that there is any situation 
of that kind, and I was interested in this: Canada has changed their 
allocation of sulfur very, very little toward defense purposes, and, as 
everyone knows, it is used very extensively in steel manufacture and 
refining and everything of that kind. It is used in explosives, and 
everything. We ‘here have changed our percentage far more than 
Canada has, because we are using it, and naturally we have more 
chemical uses, agricultural and manufacturing uses than Canada has. 
I do not think we are contemplating or we should contemplate say- 
ing to Canada, “You shall use a certain percentage of this for news- 
print, and only a smaller percentage for your defense uses,” because 
it is quite natural that their defense uses should increase, just as ours 
have. Is that not correct? 

Mr. Ticoutar. It is likely that they will, yes, Mr. Congressman. 

Mr. Becxworrn. Mr. Ticoulat, while we were there talking to the 
Canadians, they emphasized over and over and over how important the 
next few weeks and months are, and of course, expressed the great 
fear that there is a limit beyond which they cannot go into their inven- 
tories. I know that you are familiar with that. 

Mr. Ticounatr. That is right. 

Mr. Becxworrn. As you see the situation, do you think they will 
get enough sulfur from this country in the next few months that will 
‘cause them to be able to avoid going into their inventories to a dan- 
gerous point ? 


Mr. Ticoutar. They will have to go into their inventories in order 
to maintain the present rate of production, and that they are pre- 
pared to do, for the balance of this year. And prior to the end of 
this year, it is planned that we shall have another meeting with them 
to enable us, we hope, to more accurately tell them what to expect 
during the first . oanig 3 or the first 6 months of next year, when they 


= — their plans for that period. 

Beckwortn. How early do you contemplate you will be able 
to teli them what to expect, we will say, the first or second quarter or 
both quarters of 1952? 

Mr. Ticoutat. We should be in position or we must tell them some- 
thing the early part of December, as to the first quarter of next year, 
because they must make their plans. 

Mr. Beckworrn. One of the things that impressed me about this 
whole thing is the fact that in tons, the controversy seems to involve 
actually a very small segment, maybe 10,000 to 14,000 right now, and 
perhaps 25,000 or 30,000 in the first part of 1952. 

It would seem very unfortunate for so little amount to have even 
a quite significant impact on the amount of newsprint we might get 
here. Would you mind discussing those small figures, 10,000 tons now 
and 25,000 or 30,000 tons as of the first part of 1952, and as to what 

‘auses the situation to be so tight in that connection ? 

Mr. Ticouar. Well, a part of that, Mr. Congressman, is in the fact 
that they have chosen to divert a bigger proportion of their sulfur to 
certain other industries. 

Mr. Beckxwortn. Could you name any right there? 

Mr. Ticoutat. Now we get into the chemical field 

Mr. Becxwortn. I will not ask you to, if you do not feel you should. 
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Mr. Trcovtar. I do not recall, Mr. Congressman, just which ones 
they are, right at the moment. We have agreed in this memorandum 
of agreement to increase our base allotment next year by 10,000 tons 
over the 1950 use-rate, in order to take care of their own estimate of 
the amount of sulfur required to take care of their shipments of de- 
fense materials to the United States, so that they can take care of those 
items for us without taking it away from their own supply. That 
10,000-ton figure is their own figure of requirements. So, added to 
1950 use, we are committed to give them an extra 10,000 tons, all 
subject to a cut if we have to cut American industry, and a cut in the 
same proportion, if that should happen. 

Mr. Beckwortu. You feel that the diversion, then, might be the 
important factor ; is that right / 

Mr. Ticoutat. That is right, I think so. 

Mr. Beckwortu. From what you have been able to get in the way 
of information, is that diversion absolutely necessary or not? 

Mr. Ticounar. It becomes a matter of opinion, somewhat. Cer- 
tainly it is essential, as all industries are, and the degree of essentiality 
would be a matter of opinion. Their problem is so different from 
ours in the fact that approximately 75 percent of their sulfur con- 
sumed in Canada is used in the pulp and paper industry. In the 
United States, the pulp and paper industry use something less than 
8 percent; so it does affect, any change in the sulfur supply affects 
Canada proportionately a great deal more than it does the United 
States. 

Mr. Beckwortnu. Mr. Ticoulat, how much attention have you given 
to the question of delivery of sulfur, based on weather conditions and 
the general transportation picture to that area / 

Mr. Ticoutar. That is fully recognized. It is being handled by 
the sulfur companies jointly with the chemical division, and I know 
that they have been working on it, and I believe that they have worked 
out a solution to the problem insofar as deliveries during the balance 
of this year are concerned. 

Mr. Becxworrn. I recall one representative of one mill told me 
that if they did not get a given amount of sulfur within a month, 
as of the time we were talking to him, they would have to operate on 
a 5-day week rather than 6. Do you think that we are doing all we 
can to help out in cases of that kind ¢ 

Mr. Ticounatr. I am sure that we are, and I know that there were 
representatives from Canada just a short time ago, and working with 
the Chemical Division, and lining up shipments for the balance of 
this year, and I am quite sure that 1t has been done. 

Mr. Becxwortu. Is there a great deal of honest difference of opin- 
ion as to what are safe reserves and what are not, of sulfur? 

Mr. Trcounar. Well, it depends entirely upon the location of the 
mill. It it happened to be one of those mills located on frozen water, 
and with inadequate rail facilities, they must, prior to the time of the 
freeze, have sufficient sulfur on hand to carry them past the freeze 
period. On the other hand, those mills who can be reached by rail 
shipment do not require a very large inventory. In this amendment 
to the order, there is an inventory control being put in, in order to 
tualize the supply with full consideration given to that problem of 
‘lipment. 
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Mr. Beckworrn. It is my understanding that figures on past con- 
sumption were to be supplied to the committee, after tabulation from 
Forms M-69, and do you have those figures now ? 

Mr. Ticovutat. I haven’t them, Mr. Congressman, and I am sorry, 
if I was to supply those. I believe probably the Chemical Division 
was to do that, and they have the figures available, and I am sure you 
can get them from them. ; 

(The figures referred to are as follows :) 


United States sulfur consumption, long tons, native and recovered * 
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Distribution of 1951 sulfuric acid usage 
Total net tons Total net tons 
100 percent H.SO. 100 percent H.S', 
i eee area ee 2, 326, 784 | Petroleum 
23, 096 | Rubber (including syn- 
1, 011, 952 thetic) 5, 228 
Medicinals___.__.______-__- 16, 720 | Storage batteries__._______ W), 3H 
Miscellaneous____---------- 723, 908 | Phosphatie fertilizers , 512 
Military explosives____.--_- 73,152 | Other agricultural products 1, 235, 74! 


Other metallurgical 136, 412 | Water treatment____.___-__ 79, 272 
Pigments and detergents____ 1, 057, 764 — ; 
Paper and textiles_________ 1, 380, 912 Total : 14, 122, 000) 

Mr. Beckworrn. Just where does newsprint stack up, so far as be- 
ing an essential item on your list, Mr. Ticoulat ? 

Mr. Ticounat. That is a difficult question for me to answer, Mr. 
Congressman, coming from a newsprint manufacturing company, and 
I naturally consider it quite essential, and I think anyone in authority 
around Washington does, but I would prefer not to try to determine 
the essentiality of newsprint as compared to other industries. 

(Mr. Beckworru inserted the following editorial concerning the 
above discussion :) 
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[Editorial from New York World-Telegram, October 12, 1951] 
NEWSPRINT: A DEFENSE ITEM 

The paper your newspaper is printed on is called newsprint. 

Four-fifths of all the newsprint used in the United States comes from Canada. 

A vital ingredient in the production of newsprint is sulfur. The United States 
is the world’s principal producer of sulfur. Only 1 ton of sulfur is needed to 
turn out 50 tons of newsprint. 

The procedure would be obvious, and simple enough, if it weren’t for the 
defense build-up. We'd be sending Canada enough sulfur and Canada would 
be shipping us newsprint as usual, but sulfur has become a strategic material 
used by increasing amounts in steel, chemical, petroleum refining, and other 
industries. The Defense Production Administration sets the policy in allocation 
of such defensive materials. 

Now Canada is worried about getting enough sulfur to produce its normal 
supply of newsprint. Canada has declared newsprint a national essential, but 
this country hasn’t. 

We think newsprint is an essential, for no more cogent reason than that 
advanced by a House commerce subcommittee the other day. This committee 
headed by Representative Lindley Beckworth of Texas, in a report on newsprint, 


said: 

“Questions are raised from time to time as to the essentiality of newsprint 
and the need for newsprint in the midst of plans to strengthen the national 
defense. We live in a world of constant change on battlefields of words which 
control and direct the destinies of peoples and nations. Newsprint must be 
considered essential along with other dire necessities of nations.” 

A decision on the amount of sulfur to be allocated to Canada for the last 
3 months of 1951 will soon be made. It probably will set the pattern for the 
192 allocations. In reaching a decision we hope the authorities concerned 
will agree with the House committee on the essentiality of newsprint as a defense 
material. 

Mr. Beckwortu. You are from the Northwest area / 

Mr. Ticou.at. That is right. 

Mr. Beexworru. And I know that you are aware of the fact that we 
have been hearing recently quite a bit about the power shortage out in 
that section. Do you foresee that as being a very dangerous thing, 
newsprint-wise ? 

Mr. Ticounat. It might well be. A meeting was held in NPA and 
DPA last week to discuss that and to determine how the available 
power should be allocated, by industry, if the situation became more 
serious, and it has now become more serious. There was a first cut, 
which was taken from the interruptible portion of the contracts; and 
no industry that 1 know of was affected by that, because most com- 
panies, including the paper companies, had steam turbines of their 
own, auxiliary power sufficient to take care of filling of the interrupti- 
ble portion of their contracts. 

Now, the point has been reached where there will have to be an 
allocation and a cut-back from the noninterruptible portion of the con- 
tracts, and that may well affect some industries, or it will affect some 
industries; and, of course, aluminum is a big user of power in that 
area there, and so is pulp and paper. 

I am of the opinion, insofar as pulp and paper is concerned, that 
they ean take this second cut in power if they get rain within the 
next 30 to 45 days, without affecting the production of newsprint, 
because most of the larger companies have in inventory sufficient 
chemical ground wood pulp, which requires the greatest amount of 
power, to carry them for 30 or 40 days. If the power shortage con- 
tinued beyond that point or if it should become worse, then it will 
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affect the production of newsprint in that area, and possibly in the 
proportion that any further cuts in power would occur. 

As to tonnage, the amount of newsprint produced in that area is 
about something over 30 percent of the production in the United 
States, approximately three-hundred-thousand-odd tons. 

Mr. Becxworrn. Even that kind of information might well have 
a bearing on the general effort to see that the Canadians are not too 
heavily hampered in their production of newsprint. You would agree 
to that, would you not? 

Mr. Trcoutar. That is right. 

Mr. Beckwortn. As I see the newsprint situation, it is one of those 
things where even the slightest of reduction in the manufacture can 
have a very undesirable effect on the part of our paper-using industry. 

Mr. Ticou.tar. That is correct. 

Mr. Beckworru. I have here a memorandum, and I think it is hy 
Mr. Fowler, and he says “the shortage in the first half of 1952 now 
appears to be on the order of 17 percent, which, if further inventory 
withdrawals cannot be made, would mean a curtailment in production 
of that amount.” 

Would you have any comment about that 17 percent, Mr. Ticoulat? 

Mr. Ticoutar. He wrote two letters, copies of which I have. Was 
that the one dated August 15? 

Mr. Beckworrn. It is September 5, and it is a memorandum en- 
titled, “Further developments in the sulfur situation,” and signed by 
him, and I do not know whether you have seen it. You may have seen it. 

Mr. Ticounat. I have not, and I do not recall having seen this one, 
Mr. Congressman. 

Mr. Becxworrn. Of course, that 17-percent figure is a rather high, 
worrisome one. ) 

Mr. Ticoutar. My answer to that, without analyzing the figures— 
and it may be explainable—is that they are supplying to the United 
States in 1951 at a rate almost identical to their supply last year, 
within 2 or 3 percent. Thus far, it is anticipated that they will con- 
tinue to supply newsprint during next year at that same rate. We are 
supplying them with sulfur at the present time at the rate of use as 
1950. We hope, and we are planning, to do likewise next year. 

Now, if we do supply them sulfur in the same volume as we sup- 
plied in 1950, it will be pretty hard to have them explain to me how 
or why they have to cut newsprint 17 percent, unless they are divert 
ing the sulfur to other industries. 

Mr. Beckworru. Mr. Ticoulat, there is one factor that I would 
like for you to develop as you talk about this: Practically every news- 
print mill we visited, and in nearly all of the conversations we had, 
they indicate that they are trying to speed up their machines much. 
As I understand their explanation, when they try to speed up those 
machines, sometimes it requires more sulfur in order to get a continu- 
ous flow of the paper through the machine. Would that have any 
bearing on it? 

Mr. Ticou.atr. It might, under normal conditions. 

Mr. Beckworrn. Would it have a significant bearing, I want to 
add ¢ 

Mr. Ticovtar. It might, to the extent of—it could be fairly sig- 
nificant. Normally they would use 12 or 15 percent of chemical 
pulp in the production of newsprint, as an average for the industry. 
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‘The chemical pulp is the long-fiber pulp, as you probably understand. 
As they speed up machines, sometimes it becomes necessary, so that 
the paper will not break going over the machines, to increase your 
proportion of chemical pulp. To the extent that they increase the 
consumption of chemical pulp, they are increasing their usage of 
sulfur. And if it were conceivable that they would increase their 
chemical pulp by as much as 10 percent, they might well require 10 
percent more sulfur. 

Mr. Beckwortn. Now, as they have kept their production going, 
though, they have gone into inventories, in effect, as I understand. 
Js recognition given that fact in our undertakings to keep them going 
at capacity ¢ 

Mr. Ticou.atr. They have gone into inventory, but to some extent 
because they have chosen to divert some of the sulfur to their other 
industries. r 

Mr. Beckworrn, Is it your feeling that if they had made no di- 
versions whatsoever, that they probably would not have had to go into 
inventories ¢ 

Mr. Ticounat. Only to the extent that they might have increased 
their chemical sulfite percentage due to speed-ups on their paper 
machines. But there again, if they are as resourceful as American 
manufacturers are, and I am quite sure they are, they have probably 
found it. possible to produce somewhere between 8 and 10 percent more 
chemical pulp with the same amount of sulfur, so that that would 
compensate largely for that speed-up. 

Mr. Beckworrn. That was a very encouraging aspect of the visit 
there, to wit, the amount of savings they are making in the use of 
sulfur in various instances. Of course, undoubtedly, the picture would 
be a lot worse if they had not made those savings. 

I remember one of the points they emphasized is that they are just 
now getting to that point where those savings are showing up rather 
materially, percentagewise, and they had some figures recently 
gotten, showing the savings. 

Mr. McGutre, I just want to be sure of two things. 

First of all, you mentioned that it would be difficult for them to 
convert, as long as they are set up for newsprint, and when I men- 
tioned the fact that 30 percent of the outside business makes 50 percent 
of their profit, they brought out the fact that 10 mills have been put 
up there that are making this stuff that I have here, pulpwood, and 
they can make a lot more money on that than they can on newsprint. 
And so, there are two new plants going up that are not in the newsprint 
business at all. 

And then do I understood from you that either the United States 
Government has already authoritatively told Canada or will let them 
know how much sulfur they can get the next year? 

Mr. Ticoutat. They have been told definitely what they would 
receive the balance of this year, and they have been told our plan for 
ext year and our expectancy, with the understanding that sometime 
the latter part of the year they would be told accurately what the 
lirst-quarter allocation would be. 

Mr. MoGutre. And then one more thing. We are going to do 
everything in our power to get Europe to help themselves with sulfur ; 
is that true? 
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Mr. Ticou.at. Everything that we possibly can. As a matter of 
fact, I am being assigned to a new job in DPA, and that will be one 
of my responsibilities, and we certainly are going to do everything thiat 
we can to encourage the use of all available sources of sulfur and other 
critical materials. 

Mr. McGuire. How do you account for the fact that with these 
sulfur deposits—they say they have all kinds of sulfur in Sicily, and 
nothing is being done about it. This perhaps would be a good time 
to take it up, while de Gasperi is over here. 

Mr. Ticovutar. The trouble with those sulfur deposits and with 
the available sources, the sour gases and smelter gases and pyrites, 
is the fact that it takes 12 to 18 months to make the necessary conver- 
sion, with a great deal of critical material required; and the crisis 
is right now, in the next 8 or 9 months. What we must do is to 
encourage them by every possible means to make these conversions, 
but it is not going to solve our problem for the next 8 or 9 months. 

Mr. McGurre. It would bea good idea if the publishers and the man. 
ufacturers would have more confidence, because that is one thing we 
found out; up in New York we found out that the publishers were 
cutting down on the size of their newspaper from 66 inches to 64 
inches, and they thought it was really quite a feat. And when we 
got up to Canada and we found out that these machines are made up 
to make so many feet; and, by cutting down that 2 inches, all it was 
was being cut off and thrown away for waste, and so they were saving 
nothing at all. 

Mr. Ticoutar. Well, there is close cooperation between publishers 
and manufacturers to that extent, so that when a major change i1 
size is made, unless it is made to the point where you get an extra 
roll off of your paper machine, you have wasted production. 

Mr. McGuire. When you get up there and talk to these very prac- 
tical-minded individuals—there is one United States newspaper that 
owns a plant up there, and right after they had built the plant and 
it was humming along for 3 months they changed the size of the 
newspaper, and it cost millions of dollars to change the machines, 
and they showed us that it was just being thrown away for scra), 
and it was absolutely no good, and they hadn’t even consulted the 
fellow running the plant up there. 

Mr. Ticou.at. There is no excuse for that. 

Mr. Becxworrn. We received some figures up there about what 1 
costs to develop these additional sources of supplies of sulfur, and 
obviously it is a rather high-cost process. Naturally, being one who 
is interested in business between this country and Canada, because 
I think it is advantageous to both countries, I feel consideration 
should be given to the over-all picture of trying to see that all un- 
economic sulfur development is avoided, particularly since we have 
rather large potential supplies in this country. th 

Mr, Ticoutat. Well, I do not know that we have sufficient potentia' 
supplies of natural sulfur to take care of our needs over the next 
several vears. In fact, information that T have leads me to an en- 
tirely different conclusion: that we must expand our supply of sulfur 
even by the production of some of this high-cost sulfur that you 
are referring to, not only in Canada but in the United States and i 
Europe. And unless that is done the shortage is going to be con- 
tinued, and we will have curtailment of industry. 
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Mr. Beckworrn. You take the position that probably that is a 
very good thing, even though it costs a lot to do it? 

Mr. Ticou.tar. We are taking steps here to encourage it by accel- 
erated amortization and by permitting higher rates of usage by cap- 
tive mills—those who produce the sulfur for their own use—and we 
are taking every conceivable step to encourage the production and de- 
velopment of new sources of sulfur. 

Mr. Beckwortu. So what they are doing is probably not amiss, 
then, after all, even though the expense is high ? 

Mr. Ticoutat. That is right; and in fact it is good insurance, and 
if they do not do it they may regret it. 

Mr. Becxworrn. I think, in view of one of the statements Mr. 
McGuire made and one of the questions he asked, that is good infor- 
mation, because it gets right to the point that they indicated an inter- 
est in having made clear to them. 

Are there any other questions / 

Mr. McGuire. I have just one comment: that I think, after you 
see how well informed we are in the manufacture of newsprint, you 
cannot call these congressional junkets. They are really educational, 
and I hope they are a great help to both countries. 

Mr. Ticoutar. I am sure that they were. 

Mr. Beckwortn,. Certainly, as soon as any developments do come 
as to What you feel you will be able to do for the newsprint people in 
Canada the first part of 1952, the committee, Mr. 'Ticoulat, will ap- 
preciate receiving that information from you; or, if you are not 
then handling that work, please have your successor give us this in- 
formation. Did I understand that you are leaving this job com- 
pletely, or just taking another job? 

Mr. Ticoutar. I am leaving this particular job completely and tak- 
ing another assignment. 

Mr. Beckworti. It is the hope of the subcommittee that the person 
who takes your place will be as efficient and as understanding and as 
able as you have shown yourself to be in this position, 

Mr. Ticoutatr. Thank you, Mr. Congressman. 

Mr. Beckworrn, The subcommittee certainly does appreciate the 
cooperation you have given us this morning, as well as during all of 
the other meetings we have had with you. 

Mr. McGuire. I would like just to say that I think the rest of the 
committee feel the same way; we do not seem to have the happy fac- 
ulty of heaping encomiums on you and having the control of the 
English language that these Texans use. 

Mr. Tircoutar. I think I understand what you mean, 

Mr. Beexworru. In view of the fact we have a very distinguished 
visitor today who is to speak before the Congress, [ think it best 
that the subcommittee adjourn at this time until 2 o’clock this after- 
noon, 

- (Whereupon, at 11:45 a. m., a recess was taken until 2 p. m., of 
the same day.) 

AFTER RECESS 


Mr. Beckwortu. The subcommittee will come to order. 
lhe first witness we shall have is Mr. John C. Carrington, assistant 
tothe president of the Freeport Sulfur Co. 
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STATEMENT OF JOHN C. CARRINGTON, ASSISTANT TO THE 
PRESIDENT OF FREEPORT SULFUR CO., NEW YORK, N. Y. 


Mr. Carrtneron. Mr. Chairman and members of the subcommit- 
tee, I have a prepared statement which, with your permission, | 
should like to read, and then answer questions. 

Mr. Becxworrn. Will you go right ahead, Mr. Carrington. 

Mr. Carrincron. My name is John C. Carrington. I am assistant 
to the president of Freeport Sulfur Co. We mine sulfur in Louisiana 
and Texas. I appreciate the privilege of appearing before this com- 
mittee to discuss the sulfur situation and to outline the steps our 
industry is taking to bring to an end the world shortage of this 
essential mineral. 

Sulfur, as you well know, is a very important and widely used 
raw material. In one form or another, it reaches into nearly every 
industry. It helps make not only newsprint but fertilizers, chemicals, 
steel, gasoline, rubber, explosives, rayon, paint, insecticides, lubricants, 
soaps, detergents, and many other necessities. Virtually everything 
we eat, wear, or use is dependent, in one way or another, upon sulfur. 

Sulfur occurs in many forms and is widely distributed throughout 
the world. The form Freeport produces is native sulfur, or brim- 
stone, which is obtained from salt dome deposits found along the 
Gulf coast. Other sources of sulfur include sulfide ores known as 
pyrites, smelter gas, sour natural gas, refinery gas, and even gypsum 
and coal. Of the total free world sulfur supply, United States brim- 
stone accounts for about one-half. 

Freeport last year produced a little over 1,500,000 long tons of 
this brimstone. The great bulk of our production comes from one 
mine, Grande Eeaille in Louisiana. Productive facilities at this time 
have been greately expanded with the result that output has steadily 
increased. In 1950 it amounted to approximately 1,250,000 long 
tons—more than three times the average annual output in the prewar 
period 1935-39. 

Production of the American sulfur industry as a whole also has 
increased very substantially during the past decade and a half. New 
mines have been developed, existing mines have been expanded, and 
plants have been built to obtain sulfur from new sources. As a 
result, the output of brimstone in the United States rose in 1950 to 
almost 150 percent above the annual average in 1935-39. This gain 
compares with a gain of approximately 50 percent in production of 
all minerals as measured by the Federal Reserve Board, 

Despite this production achievement, the demand for sulfur has 
increased so tremendously that late in 1950 it became apparent that 
the full requirements of the free world could no longer be met. Since 
the war, the consumption of sulfur in the United States has risen much 
more sharply than has general industrial activity. Our per capita 
consumption of sulfur in all forms before the war averaged 35 pounds. 
Today it is 75 pounds. At the same time, the rest of the free world 
has come to look to this country for a higher percentage of their 
supply. Production of sulfur in all forms in other free-world coun- 
tries was actually less in 1950 than it was before the war and exports 
to these countries have increased proportionately. 
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The demands placed upon American sulfur industry—from at 
home and abroad—were so great that they were filled in 1950 only by 
withdrawals from industry stockpiles of sulfur previously mined. 
By the end of the year, the stocks of sulfur producers had declined 
from a prewar peak of about 2 years’ supply to only 6 months’ supply 
at current rates of consumption. 

To understand how dangerously low these stocks have fallen, it is 
necessary to bear in mind several factors. These stocks represent 
our only above-ground reserve, since the Government does not stockpile 
sulfur. Also, it is highly important that the sulfur producers main- 
tain stocks sufficient to meet this Nation’s industrial requirements 
should sulfur production be interrupted. Sulfur mining involves 
many unknowns. As new wells are drilled and placed in operation, 
unexpected underground conditions may be encountered which will 
impair production. Moreover, the mines are located in areas exposed 
to Gulf storms and hurricanes. Our Grande Ecaille mine, for ex- 
ample, is within a short distance of the sea and only slightly above 
sea level. The mine, if struck by the full force of a hurricane, could 
be put out of production for months. 

t was against this background that our Government put into effiect 
at the beginning of this year an export quota system. While resulting 
in some reduction in exports, the quotas, at the same time, had the 
effect of maintaining such shipments at a substantial rate. Each 
foreign country was allocated a specific tonnage of sulfur on a quar- 
terly basis, and producers were directed to ship sulfur overseas in 
accordance with these quotas. As a result, not enough sulfur re- 
mained to meet the full needs of consumers in the United States and 
Canada, necessitating the establishment by producers of individual 
allocation programs of their own. Allocation by my company was on 
the basis of 85 percent of customer purchases during the year ended 
September 30, 1950. 

In June the National Production Authority issued an order, M-69, 
limiting consumers to no more sulfur than they used in 1950. The 
1950 level of demand, however, was filled only as a result of with- 
drawals from stocks. Moreover, the limitation order did not take into 
account the needs of new plants that had been built in the last year 
and others that had been expanded. Freeport, therefore, had to 
continue its own allocation program. Except in those instances 
where we have received NPA directives ordering us to ship specific 
tonnages to certain users, we are treating all our customers on exactly 
the same basis. 

Our allocation program, as I have pointed out, applies to users in 
the United States and Canada. Lately the situation with respect 
to Canada has undergone a change. Our Government, in collabora- 
tion with the Government of Canada, has determined the amount 
of sulfur to be exported to Canada in 1951. That agreement was 
deseribed by Mr. Ticoulat. Freeport now is shipping all sulfur to 
Canada in accordance with Government directive. We are being 
told exactly how much to ship and to whom. 

A great many efforts are being made to increase the sulfur supply. 
The American brimstone industry, for example, has been actively 
searching for new salt dome deposits for many years, but in the past 
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two decades very few discoveries have been made. Now, however, 
this long-range program is bringing results. Four new brimstone 
mines are being developed and one of these already is in produc- 
tion. Freeport is developing two of the new mines. One is at a salt 
dome called Bay Ste. Elaine in Louisiana. The other is a dome 
called Garden Island Bay in the same State. The discovery of a 
large new deposit of sulfur at Garden Island Bay was announced by 
our company only a few weeks ago. 

It is expected that these four mines, together with an existing mine 
which is to be expanded, will add an estimated 1,200,000 long tons of 
new production to the Nation’s sulfur supply. In addition, there are 
under way a number of other projects, both in this country and else- 
where in the free world, to bring in new sulfur from other sources. 
They are expected to add a very substantial further tonnage to the 
supply. These efforts, it must be remember, take time to complete. 
Our new Garden Island Bay mine, for example, cannot be put into 
production until some time in 1953. 

Until the new production from all these sources can close the gap 
between demand and supply, the shortage will probably grow more 
acute. Some users have been able to get along as well as they have 
only by using up their own inventories. Defense expenditures are 
due to mount, and sulfur requirements could well increase. As it is. 
my company—if it were to supply 100 percent of the 1950 use of our 
customers in the United States and Canada plus the needs of their 
own new expanded plants—would have nothing left out of cur- 
rent production to export overseas. I believe this situation to be 
generally true of the sulfur industry. 

What all this means is that we must husband the resources at our 
disposal. Our Nation faces great dangers ahead, and we cannot afford 
to borrow against the future by depleting our sulfur stockpiles. I 
should like to recommend, therefore, that the Government take im- 
mediate steps to insure that those sulfur uses most essential to the 
national interest are fully supplied, and that less essential uses are 
curtailed to the extent necessary to accomplish this objective. 

The sulfur producers themselves cannot attempt to decide which 
uses are more vital to defense than others. In the present emergency, 
this decision is the responsibility and obligation of Government. 
Moreover, the Government, controlling, as it does, the distribution of 
sulfur, is in a position readily to assume this responsibility. What 
is done now and in the months ahead is of deep concern to free people 
everywhere. If the available production of sulfur is properly dis 
tributed, the really essential needs of America and its allies can be 
fully met, and the defense program of the free world successfully 
carried forward. 

Mr. Beckwortn. Mr. Carrington, you mentioned a new mine down 
in Louisiana. Would you explain why you cannot expect any pro- 
duction out of that until 1953, and what causes it to take so long‘ 

Mr. Carrineton. I will be glad to explain that. 

In the first place, a sulfur mine consists of a great many different 
facilities and a great deal of different equipment. We have to pump 
underground several millions of gallons of superheated water a day, 
enough to supply all of the homes of a fair-sized city. We have to 
compress air to lift the sulfur to the surface. We have to have pumps. 
pipelines, shipping and loading facilities, and a great deal of other 
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equipment. These must be specially made for us at various places 
around the country, and we must compete for critical materials with 
other important needs. 

At our Bay Ste. Elaine plant, we cannot assemble the equipment 
at the plant site. We have to do it 75 miles away, on barges, because 
the plant site is two-thirds under water and one-third on very un- 
stable marshland. We have to float these barges—the largest of which 
is nearly a city block long—75 miles to the site and sink the barges 
in place, and then eventually get into operation. 

Developing a sulfur mine always takes a long time. Even in the 
depression years of 1933 and 1934, when materials and labor were 
very easy to obtain, it took a full year to develop our Grande Ecaille 
mine. Today, with the difficulties of getting materials and labor, it 
takes much longer. 

Conditions at Garden Island Bay are quite similar to those at Bay 
Ste. Elaine. As we have just announced the discovery there, we are, 
in effect, starting from scratch right at the moment. 

Mr. Beckworrn. You say that last year you produced a little over 
1,500,000 tons, and it is estimated that these four mines will give 
1,200,000 additional. What four mines are those? 

Mr. Carrrneton. The two mines that we are developing, Bay Ste. 
Elaine and Garden, Island Bay; and a mine known as Starks Dome, 
now being produced by Jefferson Lake; and a mine being developed 
by Texas Gulf Sulphur Co., Spindletop, in Texas. 

In addition, we understand Texas Gulf is expanding the facilities at 
a present mine known as Moss Bluff, Tex. 

Mr. Becxwortu. You get the impression they all will come into 
production in 1953 ? 

Mr. Carrineron. I believe that the next one to come into production 
isthe Texas Gulf mine, and I believe there is a representative of Texas 
Gulf here who probably can tell you more about it. 

Our Bay Ste. Elaine mine is due to come in late in 1952, and our 
Garden Island Bay mine late in 1951. 

Mr. Beckworru. How much activity do you expect your company 
to engage in for developing sulfur resources from any other than 
brimstone ? 

Mr. Carrtneton. We have in operation a small plant in New Jersey, 
very small, to recover sulfur from refinery gas. We are and have been 
atively looking for other opportunities to do that. 

We also have been looking for other deposits, not only deposits of 
brimstone, but of other types of sulfur. 

Mr. Beckwortu. At what place in New Jersey is that ¢ 

Mr. Carrineron. Westville, N. J. 

Mr. Becxwortu. When did you begin your plant there? 

Mr. Carrtnetron. Within the last 2 years. 

Mr. Beckwortu. Incident to the Socony or Texas Co. ? 

Mr. Carrtneton. The Texas Co. 

Mr. Becxwortn. I gather from what you say that it is definite that 
so far as what you send to Canada, you have nothing at all to do with 
who gets what ? 

Mr. Carrineton. That is correct. We send it under Government 
directive, 

Mr. Beckwortu. It is completely out of your hands, then. Do you 
look with any degree of dissatisfaction on what was mentioned by 
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Mr. McGuire this morning, and that is that if we fail to help the 
Canadians get what they need now, they will try to develop for them- 
selves their own sources of supply? Does that have any worrisome 
aspect for the future, or not; or do you think like Mr. Ticoulat 
seemed to express, and that is that it would be a mighty good thing 
for them to be developing all auxiliary sources of supply that they can ( 

Mr. Carrineton. | think that there is a great deal of new produc- 
tion of sulfur from one source or another that we can look for in the 
next few years. But I do feel that our main objective is to see that the 
demand is met; and therefore, I would say that any further efforts 
to increase the supply, to get sulfur from any other places, are very 
much desired. 

Mr. Becxworrn. There is an order by the National Production 
Authority dated September 18, which indicates that the need may 
exceed production by 100,000 tons in the very near future. You are 
familiar with that order ¢ 

Mr. Carrineron. Yes, sir. 

Mr. Beckworru. Bearing in mind what you said about it being the 
responsibility of Government to determine who gets sulfur and who 
does not, as to essentiality, do you feel that this additional demand 
over supply is likely to be quite upsetting in several aspects? I ask 
you to answer that based on information that you are receiving as a 
company that sells it. 

Mr. Carrineron. As I explained in my statement, we are not able 
to meet present demand. 

Mr. Beckwortnu. But naturally, when sulfur gets short, those who 
feel that they must have sulfur talk to you people about it, I would 
guess. 

Mr. Carrrneron. They do. 

Mr. Beckwortit. My question is: Do you feel that this 100,000 addi- 
tional demand over supply is likely to be quite upsetting in several 
respects, or not ? 

Mr. Carrincron. I think it could be serious enough that, as I sug- 
gest in my statement, the Government should act now to determine the 
most essential uses, and channel the sulfur accordingly. Otherwise, 
i think that we will have to go on with our own company allocation 
system, treating everyone and every industry on the same basis. 

Mr. Beckwortu. From what you know about the over-all sulfur 
situation, do you feel the Government should be trying to stockpile 
sulfur now ? 

Mr. Carrtncron. No, sir; I do not think so. 

Mr. Beckworrn. I am impressed with your comment there. 

Mr. Carrtnoron, | feel that the stockpiles now maintained by the 
producers represent a satisfactory amount under present conditions. 
They should not be reduced; and, on the other hand, I do not think, 
with the shortage as serious as it is, this is the time to increase them. 
It would be very desirable to have them larger, to have them back 
closer to what they were before the war. 

Mr. Beckwortnu. If something happened such as a hurricane that 
you are talking about, you have enough sulfur right now to supply 
your customers how long ¢ 
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Mr. CarrinctTon. For almost 6 months. 

Mr. Beckwortnu. And normally, though, you would have on the 
ground enough to supply them for how long ¢ 
~ Mr. Carrtnctron. Well over a year, I would say, if by “normal” you 
mean before World War II. 

Mr. Beckwortn. In the past; that is that I am talking about. 

Mr. Carrineton. That is right. 

Mr. Beckworru. Do you feel that the price of sulfur, the price at 
which sulfur now sells, is having anything to do with the question of 
more development ¢ 

Mr. Carrineron. The price is quite low. The present price is only 
about one-fourth above the prewar average. I am speaking now of the 
price of brimstone, the form of sulfur we produce. It is the cheapest 
and purest of the different forms, and I am sure that the fact that brim- 
stone has been so cheap, and, of course, plentiful, has tended to dis- 
courage the development of other sources of sulfur. A higher price, 
lam sure, is always an incentive to greater production. 

In our case, the long-term outlook is probably for a higher price to 
stimulate the production of sulfur from some of these other higher-cost 
sources. 

Mr. Beckworrn. Are there any other questions ? 

Mr. Wotverton. In your statement, at the bottom of page 5, you 
say: 

In addition, there are under way a number of other projects, both in this 
country and elsewhere in the free world, to bring in new sulfur from other 
sources, 

What places do you have in mind? That is, other than those that you 
have already mentioned, in this country. 

Mr. Carrtneron. We have compiled from published reports and 
trade sources, a list of more than 40 projects in, I believe, 11 free 
world countries. 

Mr. Wo.tverron. Could you enumerate them ? 

Mr. Carrineron. I have the list here, and I would be glad to give it 
to you for the record, or to read it. 

Mr. Wotverron. I think we would like to have it in the record. 

Mr. Beckworrn. Do you have it right there where you can give it 
to Mr. Wolverton now ¢ 

Mr. Carrincron. Yes, sir. 

I mentioned the four United States brimstone projects, and a fifth 
project to expand an existing brimstone mine. 

In addition, in the United States there have been announced some 19 
other projects for the recovery of sulfur from hydrocarbon gases— 
sour natural gas and petroleum refinery gas—to utilize pyrites to a 
greater extent, to obtain more sulfur as sulfuric acid from sulfur 
dioxide in smelter gases; and to obtain sulfur from surface deposits. 
On the basis of the information available, it has been estimated that 
these 19 projects when completed will add a further 350,000 long tons 
tothe Nation’s supply of sulfur in all forms. 
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United States projects for new sulfur production (other than salt dome), 1951-53 


[Note.—Estimated new production is equivalent long tons of sulfur per year. Estimates are based on 
published information and trade sources} 





Company 


| Location 





| Estimats d 
new pr ™ 
ductic 


Source 





Bethlehem Steel Co-_. 
Bunker Hill & Sullivan Mining Co. - 
Brown Co., 
Consolidated Chemical Industries ___- 
Continental Sulphur & Phosphate Co__.- 
Garfield Chemical & ey ea Corp . 
Gulf Refining Co. 
Lion Oil Co_ 
Mathieson Chemical Corp 
Odessa Natural Gasoline 

son, Inc 
Phillips Chemical Co 
Bepenter, Inc_. NERA wees Sra 
Sid W. Richardson, Inc ___- 
Shamrock Oil & Gas Co_- 
Shell Oil Co. __- : 
Cua Oil & Gas Co 

0 om linda 


Vermont Copper Co___-_._-__--_-- 


Yo. & Sid W. fee 


Berks County, 

Kellogg, Idaho 

Berlin, N. H 

Baton Rouge, La 
| Cody, Wyo 

| Garfield, v tah 

} Port Arthur, Tex 

' Magnolia, Ark 


__| Stamps, Ark._._.-. 
Odessa, Tex... . 


ee 
| ...-do 
kz 


Goldsmith, Tex 


H Silvertip, Wyo 


Keystone, Tex 
Dumas, Tex 
Deer Park, Tex 


| Slaughter, Tex.._._- 


Pyrites tailings... | 
Smelter gas--.-..._. 
Pyrites ___- | 
Refinery gas 
Surface S .__- 
Smelter gas . 
Re finery gas 

Sour natural gas 

ween 





..do 


_.do 

..do 

.do 
Refine ry gas 


: Sour natural gas. 
_| Refinery gas 


-| Whiting, Ind we 
Wilmington, Calif 
| Cody, Wyo 


| do. 


Union Oil Co_ 
Surface S........-.. 


Wyoming Gulf Sulphur Co 


' 





1 Not obtained. 
Mr. Wotverton. When would you anticipate they would be com- 
pleted ? 

Mr. Carrincton. Some will be completed this year, and some not 
until 1953; and the amount of new sulfur that will be obtained will, 
of course, depend on whether they are all brought to a successful con- 
clusion. . 

There are also projects under way in Canada and in Mexico, above 
and below us. In Canada, there are seven projects to obtain sulfur 
from various sources that are being undertaken, and in Mexico there 
are four. 

Mr. Wotverton. Is there any estimate of what-those in Canada will 
bring in? 

Mr. Carrtneton. Yes, sir. We have compiled estimates of the dif- 
ferent projects, the expected production ; and those two groups, Canada 
and Mexico, are estimated to add or will add another half a million 
long tons of sulfur in different forms. 

Of course, not all of it will be sulfur in its native form, the yellow 
mineral you can hold in your hand. Some will be in the form of acid 
or other chemicals. 

Mr. Wotverton. How near are those projects to completion ? 

Mr. Carrtneron. Some of them should be finished this year, and 
others will extend into 1952 and into 1953. 

Mr. Wotverton. What degree of advancement is observable in the 
Mexico mines? 

Mr. Carrineron. The projects in Mexico include the utilization of 
sour natural gas, smelter gas, and surface deposits, and some of that is 
now in production. They also include a new salt dome project which 
has been announced by the developers as a 200,000-ton-a-year project. 

Mr. Wo.verton. W Where is that? 

Mr. Carrrnorton. That is on the Isthmus of Tehuantepec. 
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Now, again, my figures are figures that we have compiled from dif- 
ferent sources, and whether they will be realized depends upon how 
successfully the projects are carried out. 

Mr. Wotverron. Is the Mexican mine now in operation ¢ 

Mr. Carrincton. No, sir. It is something the development of which 
it is said only recently has begun. 

Mr. Wotverron. Has the development proceeded any further than 
the discovery ¢ 

Mr. Carrtncton. To my knowledge, I would say not much beyond 
the discovery. 

Mr. Wonverton. Do you know what, if anything, would accelerate 
the production in Mexico? 

Mr. Carrrnetron. Our company has nothing to do with those 
projects, and I really do not believe I could answer that. 

Mr. Wotverton. I appreciate that, but I thought maybe in your gen- 
eral reading you were aware of what their situation is and, in other 
words, as to what is holding it up. 

Mr. Carrtneton. I do not know of anything holding it up. I 
think, like the Gulf coast projects, it requires time. I have read that 
our Government has lent these people some money, through the Ex- 
port-Import Bank, and that they are supposedly proceeding with the 
project. 

Mr. Wotverron. You think that our Export-Import Bank has 
granted them a loan for this specific purpose ? 

Mr. Carrtncton. T understand that to be the case. 

Mr. Wotverton. Do you know how much ¢ 

Mr. Carrineton. I believe on the order of $134 million. 

Mr. Worverton. Do you know how much they requested ? 

Mr. Carrtneton. I do not know, sir. 

Mr. Worverron. Do you know of any other places outside of the 
United States, other than Canada and Mexico, where there is any 
possibility of production of sulfur? 

Mr. Carrtneron. Yes, sir. Going back to this list that we have 
compiled, there are projects of one kind or another in eight other 
countries. Some of these call for the development of new sources, 
but the great bulk of this new production is to be the expansion of 
existing sources. 

Mr. Wotverton. What countries do you refer to? 

Mr. Carrincton. One country is Spain, where plans have been 
announced to increase the rate of production of pyrites during the 
next 2 years. The figure that has ben published for the amount of 
additional sulfur to be obtained in the form of pyrites is 400,000 tons. 

There also have been plans announced to increase the production 
of native sulfur in Italy. Figures have been published of about 
250,000 long tons in the next couple of years. 

Mr. Worverton. Is that im addition to what they are now pro- 
ducing ? 

Mr. Carrtneton. Yes, sir. 

These, plus the projects in the other countries which T mentioned, 
not counting North America, are estimated to add the equivalent of 
950,000 long tons of sulfur. 

Mr. Wo.verron. Are you able to give us the names of the other 
countries ? 
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Mr. Carrtnoton. Yes, sir. 
which I can give you. 

Mr. Wotverton. Would you object to making them a part of our 
record ? 

Mr. Carrincron. Not at all. I should like to warn that when we 
look at estimates for these foreign developments, we are probably 
looking at figures that are not as reliable as those that we have here 


I have several tables and lists here, 


in this country and in Mexico and Canada. 
Mr. Worverton. I understand that; you are giving the committee 

the benefit of such information as you have from other sources. 
Mr. Carrincton. That is correct. 
(The data referred to is as follows :) 


“Free world” projects (other than United States) for new sulfur production 


[NoTEe.—Estimated new production is equivalent long tons of sulfur per year. 


1951-53 


published information and trade sources} 


Country and company 


Australia: 4-company combine 
Canada: 
Canadian Industries, Ltd 


Consolidated Mining & Smelting Co 


Golden Manitou 
do : 

Noranda Mines, Ltd 

Royalite Oil Co 

Shell Oil Co 
Colombia: Industries Purace, 8. A 
Ecuador: Chemical Plants Corp 
Italy: Sicilian mine operators 
Japan: Japanese mine operators 
Mexico 

Asarco Copper Smelter_ .- 

Guaxcama Mine 

Mexican Gulf Sulphur Co 

Petroleos Mexicanos 
Norway: Elektro Kjemisk 
Spain: 

Rio Tinto Mining Co 


Tharsis Copper & Sulphur Co- ii 


United Kingdom 
I. C. L., Fisons & Courtaulds .- 
Esso Petroleurn Co., Ltd_- 
Shell Oil Co 





1 Not obtained. 


Location 


| Mairne 


| Copper Cliff, Ontario 


Trail, British Colombia 
Barvue, Quebec 

do 
Quebec 


| Turner Valley, Alberta 


Jumping Pound, Alberta 


| Popayan 
| Titan 


Sicily . ..--. 
Japan 


| San Luis Potosi 


Cerritos 
Tehuantepec 
Poza Rica 
Skovoras 


Huelva Province... -- 


do he 


Merseyside 
Fawley 


Shellhaven and Stanlow 


Source 


Pyrites 


Smelter gases 


| Pyrites tailings 
| Zn concentrates _ 
| Pyrites , 


do 


| Sour natural gas. 


do 
Surface 8 

do 
Native § 

do 


Smelter gases 
Surface 8 

Native S (Frasch) 
Sour natural gas - 


CRETE es 


a SCE 


do 


Anhydrite 


Refinery gas 


Estimates are based on 


Estimated 
neW pro- 
duction 


30, O08 


45, (Ww 


Mr. Carrineron. To sum this up, there are some 40 or more pro} 
ects that have been announced in some 11 countries, which, on thi 
basis of the estimates that have been provided, would add approx'- 
mately 3 million long tons of sulfur, in one or another form, to the 
supply of the free world by the end of 1953. 

Mr. Wotvertron. You mean 3 million per year? 

Mr. Carrtneron. Yes; 5 million per year. 

Now, in considering that, we should bear in mind that some of th 
older mines now in operation will probably decline. We should als 
bear in mind that the demand for sulfur, if it follows the historic pat 
tern that it has for many years, will increase. 

Mr. Wotverron. Do you know if any assistance has been give 
under any of our foreign assistance programs to build up or to expand 
or assist in expansion of production in any of those countries tha! 


appear on your list 
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Mr. Carrtneton. I do not believe I could speak with any authority 
on that. 

Mr. Wotverton. Then you would not know, I assume, whether 
our export allocations in any way take into contemplation these in- 
creased expansions in other countries ? 

Mr. Carrtncron. I believe that our officials are familiar with the 
fact that these projects have been announced, and are being under- 
taken. Many of them, as I say, have been described in the trade press 
and in other places. 

Mr. Worvertron. Well, I wish to compliment you on the over-all 
picture that you have drawn for us in the statement which you have 
presented. 

Mr. Carrtnetron. Thank you. 

Mr. Dotxtver. Several years ago, Mr. Carrington, I was privileged 
to visit a sulfur reduction plant and sour gas well in Worland, Wyo. 
Is that your operation there / 

Mr. Carrtneron. No, sir. 

Mr. Dotuiver. Is that Texas Gulf? 

Mr. Carrtneron. Yes, sir. 

Mr. Dottiver. Is there a representative of the Texas Gulf here 
today ? 

Mr. Carrrneton. Yes, sir. 

Mr. Dotiiver. I want to question him about it. 

Do you have any operations for sweetening sour gas, at all? 

Mr. Carrinetron. No, sir. 

Mr. Dotiiver. You do take the refinery gas up there in New Jersey ; 
that is your operation ¢ 

Mr. Carrtneron. That is right. 

Mr. Dotutver. That is similar to the sour-gas operation; is it? 

Mr. Carrineron. Somewhat. 

Mr. Dotuiver. Thank you; that is all, Mr. Chairman. 

Mr. Denny. I have just one question, Mr. Chairman. 

Have you noticed any tendency in the last few years, or the last year 
or two, that changes materially the allocation of sulfur toward de- 
fense purposes and away from newsprint? Could you tell to whom 
you were allowed to ship the sulfur ¢ 

Mr. Carrtneron. Well, sir, in the past year we have continued to 
follow the same pattern of distribution that we did in the year ended 
last September. 

Mr. Denny. It is about the same companies? 

Mr. Carrrneton. Yes, sir. 

Mr. Denny. And before that, was there a material change? 

Mr. Carrtneron. I think if you go back several years, you can note 
some changes. The fertilizer industry has gone up more than the 
others. The increase in sulfur consumption by that industry has been 
the largest of any consuming industry. 

The petroleum products and chemicals industries have increased 
their needs quite a lot. Almost every consuming industry, however, 
is using more sulfur. 

Mr. Beckwortn. We certainly thank you, Mr. Carrington. 

aa next witness we shall have is Mr. Wemple, of the Texas Gulf 
Sulfur Co. 
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STATEMENT OF H. R. WEMPLE, VICE PRESIDENT AND SALES 
MANAGER, TEXAS GULF SULFUR CO., NEW YORK CITY, N. Y. 


Mr. Wemrete. I have a memorandum which I prepared. 

Mr. Becxworrn. Do you have ample copies for poemeny on the 
subcommittee? If you do, please hand them to the clerk, and the 
clerk will distribute them. 

I might say to the subcommittee that Mr. Wemple wants to get away 
in order to catch a 3:45 plane or train, and in consideration of that, 
1 think that he will appreciate our cooperation in that matter. 

Mr. Wemete. Sulfur dioxide obtained either from burning sulfur 
or a sulfite ore, such as iron pyrites, is used in the pulp and paper 
industry to produce sulfite pulp. A relatively small amount of sulfur 
is used in the production of sulfate pulp. 

In the sulfite process the sulfur dioxide is reacted with lime to 
produce a solution of calcium bisulfite. This solution is pumped into 
digesters packed with wood chips; heat is applied and the bisulfite 
reacts with the lignin of the wood. The reaction leaves the cellulose 
fibers intact; the waste solution is drawn off—the fibers are collected 
as sulfite pulp thereafter, or used as unbleached sulfite, depending upon 
the whiteness of the paper in which it is to be used. A special grade of 
sulfite is known as dissolving pulp. 

The chief uses of ordinary sulfite pulp are in the manufacture of 
newsprint, and book and bond papers, while dissolving pulp is chiefly 
used in the viscose process of rayon manufacture, 

The ever-increasing demand for fertilizers, gasoline, lubricating 
oils, steel, titanium oxide, chemicals of all kinds, rayon, and newsprint 
has created the now well-known shortage of sulfur. 

This shortage will in all probability continue into 1954. The pro- 
posed new production would possibly balance demand before thai 
time, provided there was no more expansion in the demand. However, 
each year sees either new plants or expansion of old plants with «: 
mand for their products. According to our estimates, the use of 
sulfur in all forms increases at the rate of over 3 percent per year 
in the United States. It is fair to assume that a similar rate is etlec 
tive in other industrial countries of the world, and even a greater rate 
in countries which by history were never classified as industrial 
hations. 

The National Production Authority has been working for manj 
months to gather complete and accurate information as to consump- 
tion in 1950, and the demand in 1951 by new plants, and the demand 
of old plants which have increased capacity or which are now operat: 
ing, but not operating full, in the year 1950, Canadian authorities 
have also been working along these lines. 

The acuteness of the sulfur shortage is only now being recognized 
by consumers because many have used their inventory in spite of press 
items and discussions that it was not possible to get all the sulfur 
they might want—might want to operate at their maximum rated 
capacity or in excess thereof. 
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This is demonstrated by comparing production for a few industries 
for the first 6 months of 1950 with the first 6 months of 1951: 


[1935-39 = 100} 


Percent 
change 


Sulfuric acid (new) . . - net tons. 5, 871, 434 6, 327, 976 | +8 
superphosphate at 18 percent___. do _-| 5,723,000 | 6, 013, 000 +5 
ol to stills, midion. 7 barrels- 981.3 1, 166, 4 +9 

Newsprint (United States and Canada) _.__- net tons... 3, 076, 200 3, 299, 109 +7 
Sulfite pulp (United States).....................-. lo... 1, 402, 000 1, 551, 000 +11 
Chemicals Federal Reserve index. ~4 : 52 294 +16 





The sulfur industry, as represented by the four companies producing 
sulfur by the Frasch process, has been diligent in its attempt to keep 
up with demand. The Bureau of Mines’ production figures for sulfur 


are as follows: 

Gross tons 
First 6 months 1950_______- , SSCS eae, eT 
First 6 months 1951 RE IE Sie See i OR SP, 


Increase___ st SAR RS i ee ck 50, 950 


Shipments for the two first 6 months were as follows: 


Gross tons 


First 6 months 1950______. A 2,575, 981 
First 6 months 1951 . . 2, 439, 92: 


Decrease 136, 058 
Production and shipments for the entire year 1950 were: 
Gross tons 


Production . ss : -..... 5, 192, 184 
Shipments mete Acctehd > Mite Lod Ls _ 5, 504, 714 


Loss in stocks__—- ’ * ; SAP Tatar erra ee 312, 530 


As shown above, the producers’ stoc at at the mines were reduced 
312,530 gross tons in 1950. In the first 7 months of 1951, they were 
built back by 115,718 gross tons, but in the 19-month period, from 
January 1, 1950, to July 31, 1951, the Texas Gulf stocks were reduced 
by 271,636 gross tons—that is our individual company. In addition 
to the amount of sulfur produced by the Texas Gulf Sulfur Co. using 
the Frasch process, starting in April 1950, it produced sulfur from 
sour gas at Worland, Wyo. This production, amounting to about 300 
tons per day, permitted it to ship, through July 1951, approximately 
50,000 tons which, if it had not been available. would have further 
reduced its stocks above ground. 

It is not to be assumed that daily production is sulfur available io 
shipment. When producing 7,000 to 8,000 tons per day as we do a 
Newgulf, Tex., a large ram. Be e is necessary to cool (solidify) that 
production ; in fact, the surface is approximately 10 acres. Some vats 
are filling, while other are being broken down and shipped. 


80176—51—pt. 1——_30 
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Vats must be of sufficient height to furnish the tonnage required, as 
blasts or breakdowns are made for daily shipments. Until a vat js 
filled the production is “in process.” 

Any ulation to the shortage based upon the suggestion that thie 
Texas Gulf Sulphur Co. clean out its = ge stocks or make 
smaller vats is only hastening the day when shipments may cease for 
days or weeks, or shipments fall so far behind that customers are 
without an amount sufficient to operate. 

Further, to exhaust above-ground stocks, now less than 6 months’ 
supply, would be a calamity in case of sabotage at producing properties 
or in case of war. 

The National Production Authority has the best figures from which 
a schedule of relief can be drawn. The Texas Gulf Sulphur Co. esti- 
mates that from its present properties at Newgulf, Long Point, Moss 
Bluff, and Worland, Wyo., it can continue to furnish 3,170,000 tons as 
a maximum. If no unforeseen difficulties are encountered, its new 
property at Spindletop, Tex., may furnish an additional 60,000 tons 
during the last quarter of 1952, bringing the total of 3,230,000 tons next 
year. If production at that mine reaches expectation of 250,000 tons 
per year, then in 1953 the total sulfur we can produce will be 3,410,000 
gross tons. 

It is to be noted and realized that though our production is esti- 
mated to furnish 3,230,000 gross tons in 1952 and 3,420,000 gross tons 
in 1953, the rebuilding of stockpiles should be done. Our stocks at 
present above ground represent only about one-half of what we believe 
that they should be, say 314 million tons. If we set aside 10 percent 
of our production, that is, 350,000 tons per year for stockpiling, it 
would require about 5 years’ productien before the desired stocks 
were above ground, Our entire organization thoroughly believes that 
the authorities who have the power to direct us to make shipments, 
not only domestically but to foreign countries, should appreciate the 
desirability of conservation of current production that this country 
and our allies may be well protected in the case of war. 

Very complete statistics on sulfur production and the distribution 
of sulfur and the demand of various countries were given before the 
House of Representatives Subcommittee on Fertilizer and Farm Ma- 
chinery in hearings held February 20-23, 1951. 

Referring specifically to the consumption of sulfur in the pulp and 
paper industry, its consumption per net ton of sulfite pulp is on the 
average about 275 pounds. In 1950 we calculated that the following 
amounts of sulfur were used in sulfite manufacture : 


Grose tons 
Ee te Ree aa Seta 12k hae ee eee 350, 000 
I ahah i ae ee cleric lel ae ee ncigied ere ovneedos decdandhsbwiadtlc i's din adhe EE OOO 

SRE Pe eee or es a Bee Ee Res. eS Bae ee Oe eee eS 600, 000 


One sulfite pulp producer in Canada uses pyrite in its operations, 
and it is reported that two additional installations will be made and 
probably completed in 1952. One installation will substitute pyrite for 
sulfur, and the other will be for the expansion of pulp production. 

Each ton of newsprint consists of approximately 400 pounds of 
sulfite pulp and 1,600 pounds of ground wood. These proportions 
vary between manufacturers, but if the average consumption of sulfur 
per ton of sulfite is 275 pounds, then each ton of newsprint uses 55 
pounds of sulfur. 
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According to press reports, Canadian consumers will substitute ap- 
proximately 65,000 gross tons of imported sulfur with elemental 
sulfur, sulfur dioxide, and pyrites—all produced within that country. 
The effect of this will not be felt until probably late 1952. Further, 
changes in manufacturing methods may save another 25,000 tons by 
the year 1953. To what extent the substitution referred to will affect 
the Canadian demand can best be stated by their authorities. 

Reference has been made repeatedly to the matter of waste of 
sulfur and its chief derivative, sulfuric acid. In 1950, this country 
roduced approximately 680,000 net tons of triple superphosphate 
ie the treatment of phosphate rock with sulfuric acid. For each 
ton of triple made, a little more than 1 ton of calcium sulfate or 
gypsum is made as a waste product. Each net ton of gypsum contains 
0.16 net tons of sulfur. This material has been accumulating on the 
waste pile for many years and will continue to so accumulate at 
plants producing triple superphosphate unless processed. If we 
calculate that the triple superphosphate produced in 1950 put on 
the waste pile 680,000 net tons of gypsum, then 108,800 net tons of 
sulfur, equivalent to, say, 90,000 gross tons of sulfur, went to the 
waste pile. The expansion of the production of triple phosphate will 
require in 1952 or early 1953 about 100,000 tons more of sulfur than 
was used in 1950. It is estimated that we will accumulate on the 
waste piles something in the order of 200,000 tons of sulfur per year 
unless the waste is processed. 

It is possible to use this waste either in the production of sulfuric 
acid or by reaction with ammonia to produce ammonium sulfate. 

Our ammonium sulfate today is produced by the reaction of sulfuric 
acid with ammonia. The production takes place in two types of 
units: One, the fixation of ammonia coming from byproduct coke 
ovens; and two, at plants designed primarily for the production of 
ammonium sulfate. 

George P. Wilson, Director of Coke Division, Defense Solid Fuels 
Administration, testified at the hearing of the subcommittee of the 
House of Representatives on Fertilizer and Farm Machinery dur- 
ing February, that the waste of sulfur from coke ovens was suflicient 
to fix 60 percent of the ammonia produced, making it thereby 
unnecessary to buy that much sulfuric acid. 

Influencing both of these possibilities is the low cost of sulfuric acid 
and in turn the low cost of sulfur. 

The production of ammonium sulfate by reaction with ammonia 
with the calcium sulfate is practiced in several plants in Europe. 

In the manufacture of sulfite pulp one of the wastes is sulfite liquor 
discharged from the digesters . The waste is calcium sulfite and lignin 
combined, Some mills are using ammonia as the base instead of lime 
to produce their cooking liquor. If ammonia is substituted, it is 
possible to produce ammonium sulfate from this waste. It is not 
a process that can be looked upon as having an immediate influence 
on sulfur consumption. In fact, it may be a program extending 
over a decade, depending on economics of cost of sulfur, ammonia, 
and the process itself. 

A solution to the shortage of sulfur on the North American continent 
has often been advanced by the flat statement that all exports of 
American sulfur should be stopped. It is of great interest to note 
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the statement made by the United Nations, Department of Econonic 
Affairs report entitled “Economic Survey of Europe in 1950.” 

It states on page 70, in reference to the substitution of sulfur for 
pyrites in the United Kingdom: 

The stimulus to this substitution was provided by the cheapening of natura! 
sulfur and in particular United States sulfur * * * which costs only one- 
third as much as supplies from Sicily * * * in terms of the main alterna- 
tive material, pyrites: the delivered price of Gulf Coast sulfur was, in 1950. 
only 20 percent higher than in 1938 while over the same period the c. i. f. price 
of pyrites imported into the United Kingdom (in terms of dollars) had increased 
by 95 percent. * * * The United Kingdom has thus deliberately increased 
its dependence on American supplies and was bound to be hit hard by any 
tendency for demand in the United States to out run supply, or by any move 
on the part of the producers or the United States Government to protect stocks 
and reserves. 

* * * At the end of 1950, producers’ stocks were down to about 6 months’ 
production, as compared with the cover of 12 to 18 months which st had been 
usual to hold before the war as a protection against sudden depletion of indi- 
vidual working deposits * * * a danger inherent in the conditons under 
which Gulf Coast sulfur is mined * * *, It might have been expected that, 
in this situation, American sulfur prices would at last have been raised * * * 
if not by the producers themselves * * * then by Government impost de 
signed to protect a natural wasting asset and to provide the necessary incentive 
for the exploitation of other more costly sulfur-bearing materials, especial!) 
pyrites. 

Begining almost a year ago the industry, when appearing before 
_— meetings of the National Production Authority, suggested that 
guidance be given to the industry on the reduction of exports. Be- 
ginning with January 1, the Government did take one step toward 
an “impost designed to protect a wasting natural asset” by export 
licenses, with the result that we may save 100,000 tons in overseas 
exports for the year 1951 as compared with 1950. 

But, however, OPS Order M-61 does not permit the next step, 
whereby prices may be raised “to provide the necessary incentive for 
the exploitation of other more costly sulfur-beaing materials espe- 
cially pyrites.” Rats ° 

In line with this statement concerning incentive for the exploitation 
of other more costly sulfur-bearing materials, a recent press item 
concerning Norwegian pyrites states: 

It would, therefore, seem a wise policy to husband the nation’s pyrites re- 
sources by keeping production at the lowest level consistent with economic 
necessity. The present prices paid for sulfur also make such a policy advisable 
Current prices are relatively low, largely owing to the overproduction of nat- 
ural sulfur now taking place in the United States, and a substantial price 
increase is likely to occur over the next 20 to 30 years. 

In all discussions concerning the current shortage of sulfur (brim- 
stone or native sulfur) it is my opinion that reduction of a very fe 
percent of the consumption by all consuming units would permit every 
industry to operate at an efficient rate. Whether some industries are 
more essential than others must be determined by the authorities who 
are charged with the duty to make such determinations, lh 

Mr. Dotiiver. You heard me mention a few moments ago I visited 
Worland, and they were just getting into operation, in 1948 or 191). 

Mr. Wemrprte. Worland started operating in April of 1950. 

Mr. Douitver. Well, it was in the winter of 1949 that I was there, 
and I went through the plant, and they had not started operations, 
and they were just getting under way. 
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It was very interesting, and I was very courteously received by your 
representatives there, and I want to thank you. 

Mr. Wempte. That is fine; it is quite a process. 

Mr. Dotuiver. Yes, indeed, it is. It is a little complicated for my 
nonchemical mind, I must confess, 

Is that the only such process in the country ? 

Mr. Wempte. No, sir. The Stanolind Co. is using the same process 
at Powell, Wyo.; and the Mattison Chemical Co. is operating the 
process at two points. They are McKamie and Stamps, Ark. 

There are two units operating in the same locality. 

Mr. Dotuiver. How does the cost of production—and maybe this 
is not a fair question, and I am not going to press it if you do not 
care to answer it—but how does the cost pias uction of sulfur from 
sour gas compare with the production where it is there? 

Mr. Wemp.e. They are far apart. It is a big capital investment 
for what you get out of it. 

Mr. Dotuiver. But it is a conservation of a natural resource, which 
otherwise would be dissipated; is that not true? 

Mr. Wempte. It is an extender of our natural beds; and by the way, 
ihere are other projects that they are working on now, sour gas, in 
west Texas, and I cannot tell you how many there are. There are 
perhaps half a dozen, and the volume of production is in the order of 
10,000 tons per year, and some of them are even up to 30,000 tons per 
year. 

Mr. Dotutver. Well, if the cost of production under that system is 
so very great, would it not seem, in order to permit them to survive, 
that there might be an increase in the price of sulfur to justify it? 

Mr. Wemr ie. I think it ought to be uniform, and not for any one 
process. 

Mr. Douutver. Well, of course, that is getting into another field 
than the one this committee is interested in. 

Mr. Wemete. That is right. 

Mr. Doxiiver. Do you envisage the day when these natural supplies 
of sulfur—and perhaps that is not the right term—or virgin sulfur, 
will be exhausted, and we will have to rely upon such sources as sour 
gas and refinery gas to get us a supply of sulfur? 

Mr. Wempte. I think that those things are all tied up with a great 
number of other operations that have taken place over the many years. 
If you look back through history, at one time there was to be no more 
building because we were exhausting our forests and there was not to 
be enough lumber, and then we have steel and concrete coming along, 
Our lumber operations are down, of course; or I will put it this way, 
that lumber has been substituted, but we have still got the lumber. 
And I think that our chemists and chemical engineers will find more 
and more ways to produce sulfur. 

Mr. Dotutver. I noticed something in here, too, about the fact that 
gypsum is the sulfur-bearing mineral, and it happens that I come 
from a town that is quite a gypsum center, Fort Dodge, Iowa, and I 
am wondering if there is any economic way under present conditions 
to produce sulfur from gypsum ? 

Mr. Wempte. In England they do produce sulfuric acid from 
gypsum, and they produce amonium sulfate from gypsum. They get 
a byproduct in their production of sulfuric acid, and they get cement, 
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and then you have to get into another basis entirely. You get cement 
as a byproduct when you use gypsum to manufacture sulfuric acid. 

Mr. Dotuiver. Well, is that an economic process as compared with 
present methods? 

Mr. Wemrte. Not at present prices of sulfur; no. 

Mr. Doturver. Is it a complicated process to produce sulfuric acid 
from gypsum ¢ 

Mr. Wempte. A big capital investment is required. They figure a 
sulfuric-acid unit that is going to produce gypsum as compared with 
sulfur—the capital cost is 314 to 1. 

Mr. Dotuiver. Does it compare at all favorably with the production 
of sulfur from sour gas, for instance ? 

Mr. Wemrte. Oh, no; no. 

Mr. Dotiiver. It is much higher than that ? 

Mr. Werte. Oh, yes. 

Mr. Dotutver. Is there any byproduct in the manufacture of gyp- 
sum wallboard ? 

Mr. Wemrte. No. They use the gypsum straight in the wallboard. 

Mr. Do.iiver. There is no byproduct that results in any sulfur 
production ¢ 

Mr. Wemrte. I have not heard of any. 

Mr. Dotuiver. I had not heard of it either, and I thought perhaps 
you had. 

Mr. Wempte. No. 

Mr. Dotitver. Now I get the general impression from your state- 
ment, Mr. Wemple, that you anticipate probably by the end of 1953, 
possibly, that this current tight shortage situation will be relieved 
considerably. 

Mr. Wempe te. Well, I would think so; but, of course, you have got 
to remember this: that it is timing. You might say that this new pro 
duction will come in in 1953, but it is going to be in June of 1955 01 
it is going to be December of 1953. That is why I said that this prob- 
ably would continue into 1954. It is the spacing. 

Mr. Dotitver. And I suppose also it would depend somewhat on 
the increase or decrease of demand for the product ; is that right 

Mr. Wemprte. That is right. 

Mr. Dorauiver. And, of course, none of us can look ahead and see 
what that is going to be. 

Mr. Wemrte. We are quite up against it on estimating that, and 
we cannot see in the crystal ball. 

Mr. Doxtiver. I was very interested in Mr. Carrington’s testimony 
about the new sulfur discoveries of his company, and has your com- 
pany experienced similar happy events? 

Mr. Wemete. We already have ours in Spindletop. 

Mr. Dotttver. That was more remote discovery in time than the 
Freeport ? 

Mr. Wemptr. That is right. 

Mr. Doututver. I have understood, too, that Texas Gulf and Free- 
port Co. are the two largest producers; is that right? 

Mr. Wemrete. That is true. 

Mr. Dotiiver. I think that that is all, Mr, Chairman; thank you. 

Mr. Becxwortn. I believe Mr. Carrington said that they are allo- 
cating their customers about 85 percent of what they had been getting. 
and is that comparable to your company ? 
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Mr. Wempte. We did it a little bit differently. We took the max- 
imum that the buyers might receive under our contracts, and we re- 
duced that by 20 percent. It comes out, I think, not too far away 
from the same result that the Freeport Co. uses. 

Mr. Beckwortu. I was very interested in your concluding state- 
ment where you said that it seems that, if we could reduce all users 
a small percentage, you think that you would get over the hump; 
and, of course, that is the one way we will have to get over it. You 
would not have in mind any definite percentage at this time, I sup- 
pose, and you could not give that? 

Mr. Wempte. I would rather not say. 

Mr. Beckwortu. Yours has been a very clear and helpful state- 
ment to the subcommittee, I assure you, and it is not the purpose to 
hold you up, because you have to get a train, but I do want to ask 
one other question. Are your allocations systems finally and actually 
approved by NPA? 

Mr. Wemrte. Yes, sir; they are. The ask us to set forth every quar- 
ter what we plan to ship to our various customers during the next 
quarter, and they approve or disapprove of what our plans are; so 
in that way they do allocate. 

Mr. Beckworrn. It means actually that no ton of sulfur leaves 
your plants or any appreciable amount of sulfur leaves your company 
without having the approval of the Government ? 

Mr. Wempte. Oh, that is right. 

Mr. Becxworrn. Are there any other questions? 

We want to thank you, Mr. Wemple, for coming here and giving 
us this statement that you have given. You have been very coopera- 
tive, and Mr. Carrington, too. 

We have no other witnesses, and this concludes the hearing for 
today. 

We will recess at this time, subject to the call of the Chair. 

(Mr. Beckworth submitted the following editorials for the record :) 


{Editorial from the Houston Chronicle, April 4, 1951] 
SULFUR SHORTAGE 


One of the many ways in which the American consumer and taxpayer is taking 
it on the chin as a result of our policy of aiding foreign nations is the critical 
shortage of sulfur that has developed recently. 

Under the theory that this Nation has unlimited money and natural resources 
with which to win friends and influence people, we are allowing our Atlantic 
Pact allies to have so much of our sulfur that there is not enough to go around 
at home. The United States produces more than 85 percent of the world’s 
supply, but we don’t have enough left for our paper manufacturing, fertilizer, 
synthetie rubber, and munitions, 

Two instances will suffice to show why. Britain used to buy sulfur pyrites 
from Spain. Under the Marshall plan she has been getting sulfur from this 
country. Naturally she will take the gift rather than buy from Spain. And so 
the Spanish miners are out of work, which is one of the reasons why Spain 
needs a loan from us as much as some of the Atlantic Pact nations need our aid. 

Italy gets sulfur from us on allocation. Italy used to be the world’s biggest 
producer and still mines some sulfur by a slow and expensive process. She is 
profiteering on her own high-cost output while using our sulfur for her own 
heeds. 

Desperate American consumers of sulfur are willing to pay four times the 
domestic price for Italian-produced sulfur. This is economics gone mad—one 
of the more fantastic results of our give-away policy. 
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{Editorial from Chicago Daily Tribune, September 4, 1951] 
THE SULFUR SHORTAGE 


Newspapers in the United States get nearly all of their paper from mills in 
Canada. These mills also ship about a million tons of other paper and wood 
pulp to this country. Manufacture of newsprint requires sulfur. Canada gets 
its sulfur from the United States, as does most of the rest of the world. We 
produce nine-tenths of the world supply. 

There is a world shortage of sulfur at present. Recent discoveries in Louisi- 
ana will not relieve it until 1953. Mr. Truman’s Department of Commerce has 
informed the Canadians that they must take a sharp cut in their supply. Similar 
cuts have been imposed on American industries using the important minera! 
This has been done to make possible larger exports to Europe, principally 
Britain. 

Whereas the sulfur rationing in this country will be felt by nearly all indus- 
tries, almost every one of which uses sulfuric acid, the mose important industria! 
chemical, in Canada the blow will be concentrated against the paper industry, 
This is because the Canadian paper mills use three-quarters of the sulfur thar 
is imported, and all other industries, including sulfuric-acid plants, only one- 
quarter. In this country four-fifths of the sulfur is made into acid, and only a 
small percentage goes to American paper mills. 

If the Commerce Department persists in its present course, it is going to inflict 
a disaster on both the Canadian paper industry and its principal customers, 
American newspapers. To maintain its present schedule of production, the in- 
flustry ueeds about 72,000 more tons of sulfur than has been allocated to it this 
year, and a somewhat larger supply next year, because of new production 
facilities. 

The present allocation will force Canada to curtail production of paper and 
wood pulp by more than 2,000,000 tons. Of this, nearly 1,700,000 tons would 
be newsprint for the United States. The consequences to Canada have been 
stated by authorities of its paper industry as including widespread unemploy- 
ment, much of it in isolated communities where no other jobs are available, loss 
of several hundred million American dollars vital to our neighbors’ nationa! 
economy, and the necessity of sharp price increases for the remaining paper that 
is produced if the paper industry is to remain solvent. 

The impact on American and Canadian newspapers would be equally serious 
A prorated redflction of newsprint would require every paper in the country 
to reduce its paper use by 28 percent, plus further reductions for any drop in 
production by paper mills on this side of the border. 

While newspapers are now the largest in history, their expenses are also thie 
highest in history. A reduction of two-sevenths of their paper supply, forcins 
a similar cut in advertising space, would inflict operating losses on many news- 
papers and force some into bankruptcy. This, of course, might not displease 
the Washington rationers, but it is an event that Congress should guard agains! 

Excessive exports of sulfur are the cause of the domestic and Canadian ration- 
ing. In April, shortly before he followed Aneurin Bevan out of the British 
‘abinet, Harold Wilson, President of the Board of Trade, a post that corresponds 
to that of our Secretary of Commerce, raised a hue and ery in Parliament over 
what he would have to do to British industry if the United States did not ship 
it more sulfur. 

Wilson’s language was so violent—he predicted an “unparalleled industrial 
disaster” among other things—that responsible British financial journals ridi- 
culed him. Recognizing the necessity of making an impression on the Americans, 
the Economist of London remarked, “Mr. Wilson’s extravagance of language, 
however, seems a little superfluous even for this purpose.” 

Superfluous or not, the language got quick results in Washington. On April 
26, after Wilson and Bevan had quit the British Cabinet, Secretary Acheson 
rushed forward with assurances that “the export and import policies of the 
United States are designed to take into full account the essential needs of 
friendly countries to supply their basic economic and defense programs.” 

As an earnest of these words, the British allocation of sulfur from this 
country was increased at a rate of 56,000 tons a year, approximately four-fifths 
of the tonnage that Canada needs to maintain full newsprint production. This 
allocation, incidentally, had little if anything to do with British rearmament 
needs. It was used principally to avoid a cut-back in the production of rayol, 
for which British firms had found a thriving market, particularly in soft- 
currency areas, 
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The same British publication that found Minister Wilson a rather comic figure 
pointed out an American error that has had much to do with creating the sulfur 
shortage. Discussing alternative processes for making sulfuric acid, the Econ- 
omist said: 

“But price is really the arbiter. If, for example, the United States raised 
the price of elemental sulfur, the goad to exploit other sources of sulfur such as 
pyrites or waste industrial gases would be correspondingly sharper. At the 
present time the price is unreasonably low.” 

There is a Startling contrast between American management of its near 
monopoly of one raw material, sulfur, and the British managements of such 
colonial monopolies as tin and crude rubber. Since 1939 domestic sulfur prices 
have varied only between $16 and $19 a ton, less than a cent a pound. The 
British and Dutch ran the price of crude rubber from about 22 cents up to 
80 cents a pound, at which point they destroyed their market and the price 
dropped to 52 cents. The tin monopoly was similarly used to gouge the eye 
teeth out of American consumers, and when Administrator Symington, of the 
RFC, stopped tin buying to halt the gouge, our pro-British State Department 
actually protested. 

Sulfur users are particularly sensitive to price fluctuations. There would 
not have been any shortage of sulfur if the Washington planners had allowed 
the price to Keep pace with the demand. Inasmuch as the British now expect 
to pay for their increased sulfur supplies out of the dollars provided them by 
the Truman administration, price alone may not correct the situation, however. 

The proper, and essential, remedy is for Congress to prohibit the export of 
sulfur until the reasonable demands of industry in this country, and in Canada, 
whose products serve this country, are met. 


(Whereupon, at 3:20 p. m., the hearing was recessed, subject to 


call.) 
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THURSDAY, SEPTEMBER 27, 1951 


House or Representatives, 
SrectaL SUBCOMMITTEE OF THE 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The special subcommittee met, pursuant to call, at 3:10 p. m. in 
room 1334, New House Office Building, Hon. Lindley Beckworth 
(chairman of the special subcommittee) presiding. 

Mr. Beckxwortrn. The subcommittee will come to order. 

Representative McDonough is not in the room, is he? He in- 
dicated he might want to be heard. 

Our witness this afternoon is Mr. Arthur R. Treanor, Director, 
Printing and Publishing Division, National Production Authority. 

The Chair wants to say in the beginning that we delayed some of 
you as much as an hour, but we had within that hour two roll calls, 
which are frequently unavoidable, as these were. We express our 
regret that we have delayed you so. 

Will you come forward and have a seat, Mr. Treanor? 

You may make any general type of statement you might care to 
make, or you may undertake to bring us up to date, if you care to. 
We shall have some questions. 


STATEMENT OF ARTHUR R. TREANOR, DIRECTOR, PRINTING AND 
PUBLISHING DIVISION, NATIONAL PRODUCTION AUTHORITY, 
WASHINGON, D. C. 


Mr. Treanor. I have no written statement, Mr. Chairman, but I 
am prepared to answer any questions or maybe give you a little of the 
outline of the situation as it appears to us in the Printing and Publish- 
ing Division. 

Mr. Beckworrn. Do that, then, Mr. Treanor. 

Mr. Treanor. I am only going to say that I am glad vou were 
late, because we had the opportunity of brushing ourselves up with 
some of your fine people here. 

We, in Printing and Publishing, naturally keep very close to the 
situation as it affects newsprint, both in this country and Canada, 
and also abroad. It has been our conclusion for the last few months 
that the newsprint situation was easing slightly. It generally does 
ease somewhat in summer, but this year, when it has been so critical, 
we felt that the easing was influenced by other conditions than the 
weather. 
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For instance, in the month of August the lineage as reported by the 
newspapers was 3 percent higher than a year ago, but there was a 
saving in the production of newsprint despite that. 

The fact of the matter is that in the last 3 months there has been a 
saving in the consumption of newsprint against a year ago, all of 
which has helped ease the situation. 

I think Mr. Ticoulat, the other day, gave you the figures on the 8 
months. We divided the matter into 8 months, two periods of 4 
months each. 

If you want me to hurriedly review that, I would be glad to do so. 

Mr. Becxwortn. Do so. 

Mr. Treanor. The production of the United States mills for the 
first 4 months of 1951 totaled 360,000 tons, we will say, and for the 
second 4 months 374,000, making a total of 734,000. At the same time 
in Canada it was 3,178,000. Our imports from Europe during the § 
months’ period were 130,000. I am leaving off the extra figures. That 
made a total available supply of newsprint for 8 months to United 
States publishers of 4,440,000 tons, less 35,390 tons which we exported, 
which leaves a net total of 4,008,000 tons. And during those 8 months 
the consumption was 3,835,000 tons; a net change, or a net surplus, 
you might call it, of 173,000 tons. 

The year previous, at the end of the same period, with a lessened 
production, we were thirty-six hundred tons worse off. 

That is why I say that there has been some improvement in thie 
general situation, and that improvement is further reflected in the 
inventories in this country. 

Nevertheless, the situation remains critical, for the reason that any 
one of a number of conditions could throw this whole thing out of the 
window. The sulfur situation could do it. A mechanical breakdown 
in a big mill could do it. Bad weather with shipments tied up around 
Buffalo could do it. Or a change in the international situation could 
do it. 

So, this surplus, at the moment, which is a new condition in our 
newsprint economy, is something we can be happy about, but we don't 
want to be misled about it. 

We feel in the Division that a surplus of 300,000 tons of newsprint 
would be a very fine thing in the American economy. It would be 
very effective in international situations as to price, and it would also 
be very effective as to avoiding panic among some of our smaller 
newspapers. After all, our problem, gentlemen, is not with the large 
newspapers. They take care of themselves. But as to the smaller 
ones, we have to be as helpful as we can and watch so that they don't 
get caught. 

So if there was an available surplus of 200,000 or 250,000 around the 
end of the year, it would be an easement which would be important to 
us, and yet it wouldn’t remove us from the critical stage. 

That is why in our Division we have made every recommen<a- 
tion we can make to increase domestic production of newsprint. That 
is why we favor all of these applications that have been made for 
expansion of plants and for new plants. We believe that is proper. 
especially in view of our present economy, which brings four-fifths of 
our newsprint supply from Canada and about one-sixth from this 
country. We would be better off if it were better balanced. I said 
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substantially that the last time I was here, and I believe, Mr. Chair- 
man, you somewhat agreed with it. 

But I want to emphasize that with the largest surplus at this 
moment, any one of a number of things could throw us out: sulfur, 
bad weather, transportation tie-up, machine troubles in the mills, 
or even distribution, could still make the situation serious. At this 
moment our situation is serious in the west coast and in Texas, be- 
cause of distribution problems. 

The large paper mills on the west coast have not been able to supply 
their west coast customers and their Texas customers. The flood in 
Kansas destroyed a lot of sheeted newsprint which went to the Mid- 
west States for the small weeklies. 

Mr. Dotiiver. What do you mean by sheeted newsprint ? 

Mr. Treaner. That is newsprint rolls cut into sheets and run 
on flat-bed presses instead of perfecting presses. 

Weeklies use it, Mr. Dolliver. There are a great many in Iowa 
und in other States. I think Texas has, outside of California, more 
weeklies than any other place I know of. 

Well, as we analyze our situation right now, our most serious prob- 
lems are first to take care of the small papers that use sheeted news- 
print, and, second, to get a better distribution on the west coast. The 
first problem with sheeted newsprint I think we are making headway 
with, although it is a type of newsprint that very few factories have 
any Interest in any longer. But we are having a meeting tomorrow 
with a man who has had a good deal of experience, and if we can 
get 500 tons of newsprint we can take care of Iowa and Kansas and 
Texas and Arkansas and all of those papers up to their full require- 
ments. That, and the distribution in the West, as I say, are our two 
immediate concerns. 

Now, the distribution in the West is something that is quite beyond 
us at the moment. We are hoping that both Crown Zellerbach and 
Powell River will have some extra supply that will be sent to the 
papers on the west coast to replace the curtailment on their contracts 
made early in January. And we are today hoping that an event 
that occurred in Los Angeles yesterday will be helpful. 

Some of the Los Angeles papers raised their price from 7 to 10 cents 
per issue. Our general experience of an increase of that character 
has been that it saves newsprint, because circulation goes down. If 
that should be true, again, in California, it would be very helpful. 

We have also made some progress on the campaign toward con- 
servation of newsprint in the larger papers and, as that develops, it 
will run into considerable tonnage. 

Any item of a saving of 25,000 or 50,000 tons of paper at this time 
isa very valuable help to us toward our solution, and we hope it will 
take place. 

I believe I can say at the moment that while everything has not 
been completed, the Department of Justice has fully approved of this 
plan, and we expect it will be effective in at least one town by next 
month, and the saving in that town might be five or ten thousand tons 
of newsprint, just as it works out. That will be very, very helpful. 

I would like now to refer briefly to these newsprint mill cases that 
ire pending, because you gentlemen are all so vitally interested in 
United States proposed newspaper plants. 














472 NEWSPRINT INVESTIGATION 


When we were here in May or June—I have forgotten just when it 
was—there were no applications with the NPA for newsprint manu 
facturing. Now they Fite five. 

We have five applications pending, and are very hopeful that they 
will be approved within a short time, so that at the latest within » 
year some improvement in the situation will occur. These five pro- 
posed plants will have a capacity of around 160,000 or 170,000 tons 
a year. That would be very helpful, especially as it would take off 
the load in the Southern States, where they only have two plants oper- 
ating at this time. 

The saving in this case as to conservation, plus any increased pro- 
duction in this country, would do a great deal to ease the situation for 
the time being, although I think we all realize that the newsprint sit- 
uation is now a world problem. It is no longer the United States or 
Canada, or England and France and Italy and Germany. Every 
nation in the world is in asking for newsprint at the United States 
price and, of course, they can’t all have it. 

We would lile very much to see the NPA determine without ques- 
tion the essentiality of newsprint, so that any manufacturing proposal 
could be considered on a fairly clear basis. That hasn't as yet been 
officially done. 

One other matter that I would hurriedly call your attention to af- 
fects our thinking a great deal. Most everyone realizes fully that our 
problem on international new spaper supply is going to be with us for 
along time. I refer to a tendency among the larger newspapers to 
buy mills and turn them over for their own use. No one can blame 
them, because they are suffering like everybody else, and their tonnage 
is heavy. But as they buy more and more mills, the little fellow is 
going to have to have more and more help somewhere. That is anoth- 
er reason we should have more newsprint production in this country. 

I don’t want to burden you too much, but this is just a hurried 
sketch of things I thought you might be interested in. 

Mr. Beekworrn, A very excellent sketch, I will say, Mr. Treanor. 

I was quite impressed with that last statement you made about 
newspapers buying mills. That means, of course, when a given mill 
is purchased, it may have at the time of purchase hundreds of con- 
tracts, or certainly many contracts, and, of course, all of them go out 
the window in a great measure; if not right then, at least soon. 

Mr. Treanor. U Itimately they will: yes. 

Mr. Beckworru. And the big question is where they can go to make 
a new contract. You would say that generally there is just no com- 
pany that is in a position to take on new contracts of any consequence. 
Is that not true? 

Mr. Treanor. That is correct; and we have seen it painfully ex- 
hibited many times this year, where people are in trouble. 

Mr. Beckworru. Mr. Treanor, we have all been very much con- 
cerned here recently about the sulfur situation, because in a very first- 
hand way we were told while we were in Canada recently that their 
crying need right now is sulfur, not less sulfur but even more sulfur. 
It seems that sulfur is needed as they undertake to speed up their 
machines to give the necessary strength to keep a sheet of paper 


= 


running. 
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On September 5, Mr. R. M. Fowler gave out a memorandum that 
mentioned these figures, that you probably have seen. He says: 

The shortage in the first half of 1952 now appears to be of the order of 17 
percent, which, if further inventory withdrawals cannot be made, would mean a 
curtailment of production of that amount. 

Just assume that did take place. What would you characterize the 
plight of the publishing industry in this country as being ¢ 

Mr. Treaner. Seventeen percent of 5,000,000 tons would be 850,000 
tons, wouldn't it? And if we took 850,000 tons away from the Ameri- 
can publishers now, it could only mean one of several things. 

First of all, it would mean that all relief going to foreign countries 
that is in the title of American publishers would be stopped, I think, 
by public demand. We would not be able to help. 

In the second place, it would mean that the cases of distress among 
the smaller publishers would increase very markedly, although the 
amount of tonnage would not be too great. 

I don’t think it would require an allocation order at this time, al- 
though I think it would put our Division on the mark to watch every 
day’s development and to be ready, if the situation got that bad, to 
probably put in an allocation order. 

Lam no authority on sulfur, and I am only interested in it on account 
of its general connection with this Department. But I do know 
that the American manufacturers are extending and have experimented 
very successfully and are getting about a 10-percent extension in sulfur 
uses. And I am quite sure that Mr. Ticoulat must have told you the 
other day that the Canadians have had as much newsprint experience 
as we have, and they should do the same. And if they do do the same, 
I just question a little the accuracy of Mr. Fowler’s conclusion. My 
disposition would be to go along with Mr. Ticoulat. 

And mind you, I am not an authority at all on the manufacture of 
newsprint or anything going into it. But it doesn’t seem to me that 
Canada is going to lose more than we are going to lose in this country. 
Because the newsprint industry to Canada is their most vital industry, 
and they get paid for it every month in good American dollars. They 
don’t have to worry. 

We were in Canada in April and saw Mr. Fowler. At that time 
the sulfur situation was not acute, although it was being considered 
as a possible source of worry. And Mr. Frank Mitchell, who was de- 
tailed to handle the sulfur account, outlined, I think, four projects in 
Canada that he said would be functioning, one of them before the end 
of the vear—I believe that was the one at Hamilton—and that all four 
would be in operation before July of next year. If their plans haven't 
gone entirely wrong—and I am not ina position to tell you about that— 
they ought to have some sulfur of their own next year. And we might 
have to stop supplying the rest of the world with that in order to main- 
tain more desirable conditions here. 

But at the worst, I am a little more optimistic on that than Mr. 
Fowler’s statement. I do know Mr. Fowler is a very able and loyal 
Canadian and would not permit the newsprint industry to suffer under 
his leadership. 

Mr. Rovertrs. Mr. Treanor, I was interested in your statement with 
reference to the small newspapers. IT assume you mean the weeklies ¢ 

Mr. Treanor. The weeklies and small dailies. 
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Mr. Roserts. Do you feel that they would be about the first to be 
hit by this shortage? I mean, that their sources of supply would be 
cut off ? 

Mr. Treanor. No, Congressman Roberts, I don’t think they would 
be the first to be hit. I spoke a little while ago about sheeted news- 
print. There are only a few sources of sheeting working now with any 
regularity, and when they ran short of supply it would be a little 
harder to get them back on their feet. But they would be hurt within 
the year. 

Mr. Roperts. Well, how is that supply for the small newspapers 
made now? Are they supplied by the larger papers? Or do they buy 
directly from the mills, most of them ¢ 

Mr. Treanor. The smaller papers, including the weeklies, buy 
through paper brokers, people like Butler Bros. in Chicago, Carpenter 
Paper Co., and the like. The rolls come from a few mills, and are cui 
to right sheet sizes. They have special machines, and they sheet then 
and then pack them in boxes or bundles and send them out. I don’t 
believe any of these papers have contracts with big mills. Their usage 
is not in large volume, but it is very important volume, because many 
of them are important weekly newspapers in large sections. 

Mr. Rosertrs. And you feel that this practice of the larger papers 
buying mills might eventually result in danger to the weeklies / 

Mr. Treanor. It could, yes. 

Now, the larger papers this year have been remarkably thoughtful 
of the people in distress. But in highly competitive fields, if they 
owned their newsprint mills, it might in the long run affect these 
people. 

We have been trying to develop how much tonnage the weekly news- 
papers of the country use. There are about 7,000 weekly newspapers 
in this country, and they use 70,000 tons of newsprint. There are 1,500 
semiweeklies, and they use about 42,000 tons annually. And there are 
482 community newspapers. I think half of those are in Los Angeles 
County, or about that. And they use 95,000 tons. The total newsprint 
usage of those two factors is 207,560 tons, Which is not quite 314 percent 
of our total in this country. 

Now, that doesn’t seem like much tonnage, and it isn’t very much 
tonnage, but if they don’t get it, it is a very powerful force calling 
attention to inequalities. We have kept them all going and will keep 
them going. 

Mr. Roserrs. I was interested in this statement you make about con- 
servation of paper. If you do not mind, I would appreciate it if you 
would elaborate on that just a little bit. 

Mr. Treanor. At the last meeting of the Newspaper Advisory Com- 
mittee, which was held in May, Congressman, we discussed with them 
the desirability of saving on newsprint. I will try to make this brief 
and clear. 

In the highly competitive cities there are a great many newsstands 
and little corner spots where they have all editions at all times, and the 
returns are terrific. So we concentrated on one point, the actual net 
run off the press and the actual net paid. And by examining the 
certified circulation statements of the largest cities in the country, we 
found out that there was a possible salvage or conservation between net 
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press run and net paid of a considerable portion of 184,000 tons in 11 
cities. They were the figures in 11 largest cities. 

We discussed this with the publishers at this meeting, and we found 
them all in a very receptive mood toward saving. ‘This was even prior 
to the last increase in newsprint of $10, but subsequent to the increase 
last October of $6. 

With expenses going up very heavily in newspapers and magazines 
and all that, even in the most competitive towns they would like to get 
together and feel that “maybe we could do something on this.” At 
least their talk was that way. But we found out, of course, that a 
meeting of competitors to arrive at a trade agreement violated the 
antitrust law. i took it up with Mr. Morrison, the Second Assistant 
Attorney General, whom you all know, a'very able man, who was at- 
torney for our Division in the last war, and he thought that the matter 
should be explored carefully, to see if it could be brought about that 
it was in the public interest. 

Weli, as a result we now have the approval of the Attorney General, 
Mr. McGrath, to a program of general application, but it has to be 
applied to each town on the merits of each situation under Government 
auspices, 

As I say, one of these has now been approved. We are just waiting 
and expect by tomorrow we will probably have all the letters back 
from the newspapers. And in that town the tonnage that is within 
the zone of conservation—now, it isn’t possible for all to be salvaged, 
but this is within the zone of conservation—amounts to 18,799 tons, 
a Value of over $2 million. Now, if we only save a third of that, that 
means we are going to have some newsprint available for use else- 
where in this country. And if we had just that 6,000 tons available 
for possible distress cases today we would be feeling better. 

Now, we go from this town to others, and if you are interested I 
will read you the 11 towns involved: New York, Chicago, Detroit, Los 
Angeles, Boston, St. Louis, Cleveland, Baltimore, Washington, Pitts- 
burgh, and Philadelphia. 

And the total amount of dollars involved in this zone of salvage 
is $21 million for actual cost of newsprint. If we only saved a third 
of the newsprint and a third of the dollars, it would be of material 
assistance to the economy of all concerned. We have one case cleared. 
It has been a lot of work, but we hope to do some more. 

Now, that point, Mr. Roberts, only takes in one particular spot, that 
is, net press run and net paid. The mechanical wastes are already 
covered in another field, and each paper learned in the last war to make 
a saving. Most papers have continued those savings and even added. 

In the last war, we finally came to an order which cut out all return. 
In Baltimore the papers have substantially maintained that order 
since, at a great saving to the papers there, and their wastage is the 
smallest of any large city in the country. 1t probably shows that 
thrift is a pretty good habit after all. 

Mr. Roserts. I was also interested in the statement you made about 
expansion. I believe you mentioned that there were five projects under 
consideration at the present time. You mentioned that you had this 
problem of distribution down in Texas, and I assume that same thing 
is probably true for the entire Southeast, is it not ? 

Mr. Treanor. Yes, and the Middle West. 

80176—51—pt. 1——31 
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Mr. Roserts. I do not know if this is a fair question or not. If it is 
not, you do not have to answer it. 

I am wondering what you think about the possibility of making 
some Federal funds available on a loan basis, probably through RFC. 
to make capital available for additional plants. 

Mr. Treanor. Well, I would like to answer that question by a very 
broad statement. I think anything that can be done in this country 
to increase the production of newsprint in this country should be done, 
and believe there are a tremendous number of very good reasons for it. 
Our national economy would be helped by it, the position of our whole 
Nation as a buyer would be helped by it. 

Here we buy $700 million worth of newsprint from Canada every 
year. And, as I said before, we have not a purchasing agent in any 
newspaper in this country, because itis all settled. I think that 
competition would be very helpful. 

Mr. Roperrs. Well, because of the fact that we have a very fast 
growing pine tree down in the South, would you think that the South 
would be a logical place for some of that expansion ? 

Mr. Treanor. It is, without question. It is probably the most 
logical, unless Alaska has some possibilities. That has been discussed 
fairly well. 

Mr. Rorertrs. What are some of the other elements that make for a 
favorable operation as far as newsprint is concerned other than sup- 
ply of material and nearness to that material ? 

Mr. Treanor. Well, power, of course. Water and power are very 
essential. Those things are very important. And you have those in 
the South, too. 

I neglected just one thing, about saving of paper and money. 

In the New York Times, you probably read about reducing the size 
of their rolls from 66 inches to 64, that they would save about $500,- 
000 in their newspaper costs this coming year. That shows that the 
newspaper business is being slowly but certainly forced into more 
economies than it had been during the days when newsprint condi- 
tions were easier. 

Mr. Denny. I was very much interested in what you had to say. 

I want to ask you this. Day before yesterday there was a new 
release which allocated an amount of newsprint for sending abroad, 
to Europe. Do you not think under the circumstances shown by these 
figures we have before us it might be well to cut the supply to Europe 
to a greater extent? It would encourage them to make more news- 
print, and it would relieve a situation such as you described in the 
first part of your remarks. 

Mr. Treanor. Colonel Denny, if it would encourage them to make 
more newsprint, by all means, yes. But we have rather an involved 
situation that is concerned in that. While allotments are made 
through the IMC, we at least have been consulted very frequently, and 
Mr. Ticoulat has done a marvelous job on that. The amount of tonnage 
they have asked for, as you gentlemen know, is tremendous, and it 
has been cut down to almost a minimum. That is largely taken out 
of the stocks of American publishers. 
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If Colonel Denny is right, and you could make them increase their 
tonnage, that would be wonderful. That is what they should do. But 
now they are buying newsprint for $116 plus the water charges, which 
is less than they ever paid for it in all their lives, and in many cases 
they are getting help from us, which makes the situation rather favor- 
able from their viewpoint. 

Mr. Beckworrn. Mr. Treanor, you mentioned that we get four- 
fifths of our newsprint from Canada, and we all know how serious 
the sulfur situation is. What is the latest information you have 
received from Canada, and what date is it, as to how they may be 
affected by the sulfur situation ? 

Mr. Treanor. I wired Mr. Fowler yesterday, but no answer had 
yet come. The latest information I have is what Mr. Ticoulat gave 
to you Monday or Tuesday of this week. I have not seen him but 
once since then, and, as I say, have had no answer from Mr. Fowler 
up to today. 

Mr. Beckworrtu. I was quite impressed by your statement a mo- 
ment ago that it may be necessary for us to be more cautious in the 
amount of sulfur which goes out of this hemisphere to sections like 
Kurope, particularly if we are going to place in jeopardy our pros- 
pective newsprint supply. 

I think one of the things that has us all alarmed is this: There are 
entirely too many situations where publishers and those who use 
paper are on the ropes. They can get into worse trouble, I might 
add, very easily. 

Down in my State, when the flood came in Kansas recently, it 
caught some of our papers in the position of not being able to get 
paper, and they practically had not enough to print some of the 
weeks down there. That isa bad sign. It shows they are operating 
on a shoestring and that just a little trouble, occasioned by a slight 
shortage of sulfur, is large enough to cause grave difficulty. 

Mr. Treanor. That is very true, Congressman. 

Mr. Becxwortrn. One of the things we can try to do, bearing in 
mind, of course, the essential needs of sulfur to all other industries 
in this country, like agriculture, refining, and so forth, is to get the 
tonnage up to that amount ample to see that we do not have any 
cut-back on newsprint. We are just not in a position to take more 
newsprint cuts, if possibly avoidable at this time, it seems to me. 

Mr. Treanor. We are not. And there is an increasing feeling in 
this country, as you know better than I do, that we are sending too 
many of these scarce materials away. Certainly the newspaper- 
men and magazine men and book men who have built up this industry, 
and who, by the way, developed the Canadian industry to its present 
size while the rest of the world stood by and did nothing, ought to 
be given a prior claim on its future production. 

Mr. Becxwortn. It is barely possible that with reference to the 
question of expansion even in this country if we are not more careful 
with some of our materials and commodities, such as sulfur, we 
cannot accommodate expansions. 

Mr. Treanor. There are only two ways you can make newsprint. 

One is by using sulfur with wood, and the other is by getting old 
paper, debulking, de-inking; and that is a very expensive process. 

We have one in Gary, Ill., and one in Plainwell, Mich., and one 
other, I think, somewhere, but it is an expensive process and can only 
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be a supplemental source of supply to some firm with a good news- 
print contract. 

Mr. Brecxworrn. Mr. Treanor, we are faced with a kind of a 
dilemma here. 

I have some more questions I wanted to ask you, but I have to go 
and answer another roll call. I have heard that there may be another 
one after that. 

So it somewhat handicaps us as to this afternoon. 

I judge what we had better do is to adjourn this meeting subject to 
call of the Chair, and I will get in touch with you or have Dr, Steven- 
son do it, and we will try to resume this. We do want to bring this 
picture clearly up to date. Now is one of the most crucial, critica] 
periods newsprintwise, we feel. That certainly was the substance of 
what we learned while we were in Canada. 

So we will be in touch with you. 

Mr. Treanor. We want to keep you informed of everything that 
develops there, because it is such a big problem. And we want you to 
know if the situation changes rapidly it can’t change too rapidly for 
us to change our policy to meet conditions. 

Mr. Beckworrn. You know yourself that I have sent you many 
letters from papers which I have corresponded with, and the situation 
does not look good in general, particularly with certain categories of 
papers. 

Mr. Treanor. No doubt about it. 

Mr. Beckwortn. Now is the time for all of us to do our best to see 
that no let-down in the production of newsprint occurs. 

We will be in touch with you. 

Thank you. 

(Whereupon, at 3:55 p. m., the hearing was adjourned, subject to 
the call of the Chair.) 
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FRIDAY, SEPTEMBER 28, 1951 


Hovse or RepresENTATIVES, 
SpecIAL SUBCOMMITTEE OF THE 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The special subcommitte met, pursuant to call, at 2 p. m., in room 
1334, New House Office Building, Hon. Lindley Beckworth (chair- 
man of the special subcommittee) presiding. 

ry, wart : Andrew Stevenson, member of the professional staff 
of the Committee on Interstate and Foreign Commerce. 

Mr. Beckworrn. The subcommittee will come to order. 

We are pleased to have Mr. Theodore Sweet, Economic Cooperation 
Administration, United States representative to the International 
Materials Conference, here with us this afternoon. 

As you know, Mr. Sweet, the committee has been very interested in 
trying to stay up to date with reference to what is happening in the 
sulfur picture, and we feel it is a good opportunity to hear from you at 
this time, and particularly in view of some of the representations which 
have been made by Mr. Ticoulat and by some of the Canadian in- 
dustry and some of the Canadian Government officials. 

You may proceed, you will probably want to make a general state- 
ment, and we will have some questions to ask you. 


STATEMENT OF THEODORE L. SWEET, UNITED STATES REPRE- 
SENTATIVE ON THE SULFUR COMMITTEE OF THE INTERNA- 
TIONAL MATERIALS CONFERENCE 


Mr. Sweer. Mr. Chairman, the IMC, as I think you realize, is at 
present in session, and the committee is trying to determine a fourth- 
quarter allocation which it can recommend to governments. They 
have not yet made any final recommendation. The question is being 
considered but the'figures have not yet been determined. 

(Mr. Sweet subsequently supplied the following information :) 


[Press release of International Materials Conference, October 17, 1951] 


ALLOCATION OF CRUDE SULFUR FoR FouRTH QUARTER OF 1951 


In view of the continuing serious shortage of sulfur, the Sulfur Committee 
of the International Materials Conference has recommended to governments 
an allocation of available world supplies of sulfur for the fourth quarter of 
1951. Governments represented on the Committee, with the exception of Brazil, 
have accepted these recommendations. The 14 member countries are: Australia, 
Belgium (representing Benelux), Brazil, Canada, France, the Federal Republic 
of Germany, India, Italy, New Zealand, Norway, Switzerland, the Union of 
South Africa, the United Kingdom, and the United States. 
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This is an allocation of crude sulfur only. The Committee has not allocated 
the relatively small quantities of sulfur which enter into international trade as 
crushed, ground, refined, and sublimed sulfur, or in the form of flowers. The 
Committee expects that trade in these forms of refined and processed sulfur will 
follow the normal pattern. 

The attached schedule shows the quantity allocated to each country (column 
2); the import quota of each importing country (column 3); the export quota 
(column 4) of the four exporting countries (Italy, Mexico, Norway, and the 
United States) whose production has been taken into account by the Committee 
for the purpose of this allocation. Where the allocation exceeds the import 
quota, the difference is explained by domestic production or reduction of stocks, 

In arriving at these recommendations, the Committee has examined statistics 
representing world consumption of sulfur (excluding certain countries for which 
data are not obtainable). Most of this information has been supplied in response 
to questionnaires circulated to all interested governments in April and July. 
The Committee also has had the benefit of oral statements from certain govern- 
ments who, while not represented on the Committee, wished, in response to 
the Committee’s general invitation, to supplement their written replies in this 
way. The governments heard were Argentina, Austria, Ceylon, Cuba, Denmark, 
Kegypt, Finland, Greece, Iraq, Ireland, Israel, Sweden, Uruguay, and Yugoslavia. 

Following is the schedule of allocation: 


Allocation schedule of crude sulfur for the fourth quarter of 1951 


[In long tons] 





Country Allocation Import quota | Export quota 
} 
(1) | 2) (3) 





PO 
Australia.........- 

Austria. ___- jon 
Belgium and Laremburg. 


Brazil___. 
British Colonies_. 
Canada |! 
Cuba. 
Denmark 
Ecuador. 
1, 
Finland ; pe ee ee 5 } 
France eae Minit ® : P con col 29, 6 25, 600 | 
French North Africa . eee | 4, 900 | 4, 900 | 


Germany, Federal Republic of. 19, 8, 100 | a 
: pattedatee 11, 000 | 11, 000 | 


1, 000 | 
2 36, fens | 5, 000 
3, | pp Stpetenaal 5, 000 


Netherl: ands _. Sasi . : -e C 
New Zealand. s aka 16, 000 16, 000 
Norway..-. Pe Fa i 9,000 |_.... 
Pakistan 125 
Portugal PER. BR SRE Paes 3 2,300 |_- 
Sweden. : ; i és 2 AS 14, 700 
Switzerland ___. peniete =" pclae dt Gihdadintats ophtttn’ 6, 300 | 
Union of South Africa ‘ ee eet ee aa 15, 600 
United Kingdom. ..._...- : J 102, 300 
United States__- aa ds Be TAPES 11,098, 500 ja _ 
Uruguay... 1,175 | 
Oil refineries in Babrein, Netherlands Antilles, T rinidad, and 

Indonesia... __- 2 
Other countries 


8, 520 
630 | 
—| 
Total. - ; 1, 467, 818 | 








1 The Canadian allocation is included in the United States figure in column 2. 
2 Does not include 10,000 tons of crude sulfur to be exported as refined or processed. 
3 Does not include 1,400 tons of crude sulfur to be exported as refined or processed. 








NEWSPRINT INVESTIGATION 481 


[Press release of Department of Commerce, Office of International Trade, October 18, 1951] 
Sutrur Exporr Qvuoras 


Export quotas of 240,000 long tons of crude sulfur and 7,500 long tons of 
refined sulfur have been established for the fourth quarter of 1951, the Office 
of International Trade, United States Department of Commerce announced 
today. 

The new export quota for crude sulfur, lower by 10,000 tons than the third- 
quarter quota, takes into consideration increasing United States requirements 
for defense and mobilization, as well as increased availability in other countries 
of sulfuric acid derived from materials other than native sulfur, OIT said. 

The new quota for refined sulfur is the same as that for the third quarter. 

Combined, the two sulfur quotas represent approximately 18 percent of the 
current estimated rate of United States sulfur production. This compares with 
annual United States sulfur exports since 1935 of about 20 percent of production, 
except in the years 1939, 1946, and 1949, when they averaged about 26 percent. 

Including the newly established quotas, the amounts authorized for export 
licensing by OIT in the year 1951 total 970,000 long tons of crude sulfur and 
30,000 long tons of refined and other processed sulfur. The combined total, 
1,000,000 tons, made available for licensing against 1951 export quotas, repre- 
sents a reduction of 124,000 tons, or 11 percent, from total 1950 sulfur exports. 

Emphasizing the importance of sulfur exports to meet the minimum needs 
of friendly countries for defense and defense-supporting activities, as well as 
industrial and agricultural production for essential civilian uses, OIT pointed 
out that the United States produces more than 90 percent of the world’s crude 
sulfur. Mutual defense efforts, which have stepped up world requirements for 
sulfur, have brought about a corresponding increase in demands on United States 
sulfur production. 

The crude sulfur export quotas for the fourth quarter are consistent with 
the world distribution of sulfur proposed by the Sulfur Committee of the Inter- 
national Materials Conference, as announced today by IMC, 

The following table shows the quantities established by country for the fourth 
a: as well as the total amounts licensed by country in the first 9 months 
of 1951: 


[In long tons] 





Amounts Amounts 
licensed Fourth licensed | Fourth 
Country January to quarter Country | January to| quarter 
September | quota September quota 
| 1951 | 1951 


_-—— SS ee Eee ee ee 


Far east: Oceania: 
India - 33,000 | 11, OOF Australia 55, 975 
Pakistan - . .. sie 450 125 New Zealand 2 
Indonesia. - _ . - 6, 870 
= -- Total 
Total. 
= Near East and Africa: 
American Republics: | Bahrein Island - - 
Argentina - - i . Egypt. 
Brazil. - .s , 87! 3, | French North Africa 
Columbia. - - 52% Tran siti 
Honduras é i Israel 
Mexico 35 | South Africa 
Cuba ; 5 | 8! Lebanon... . 
Ecuador if 
Uruguay... 2, | ‘ a 


/ 0 ee 55, f | 15,150 || Other areas: 
| : = British colonies 
Western Europe: } Netherlands West | 
Austria... ___. | 9, , Indies - 4 
Belgium __ 6 i, ! Trinidad ____- 620 


Finland - - . } 
France _ _- 58, 125 5, 4 eneans 15, 070 | 
Germany... r 7, Contingency and other } 
Portugal 30 | 0 Ee ee 
Netherlands " rh < SS 
Sweden as oil | Total all areas | 730, 006 
Switzerland 5, 4, 300 

United Kingdom. 207, 965 | 100, 000 

148, 030 


Ose dctasicetel 447, 245 





1 Included in contingency reserve. 
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Mr. Sweet. I am sure you are familiar with what the IMC does. | 
think that I explained that the last time I was here. If you have any 
questions, I will be glad to answer them, or clarify anything that | 
can. 

There are some changes in the statistics, which are in the process 
of being revised, but the gap between supply and demand is about 
1,200,000; that is about the same as before. It is the different be- 
tween appetite, however, or demand, and availability. 

I would prefer, if you have questions, to answer any of them that 
T can. 

Mr. Becxwortu. When you were before us in May, Mr. Sweet, you 
estimated the world sulfur situation in 1951 as a demand of 6,800,000 
tons, and the supply as 5,700,000, leaving a deficit of 1,100,000 tons. 
Is the deficit still about in that order? 

Mr. Sweer. I think it is in about that level. There were some 
countries that were not included in the original figures. Those have 
been added to our statistics, and they will be brought up to date, but 
the gap is roughly the same; about 1,100,000, or somewhere around 
that figure. 

Mr. Becxworrn. It has not materially increased ? 

Mr. Sweer. No. It is about the same. But, as I told you, that is 
an appetite figure; it is not a screened figure. ; 

Mr. Beckworru. At that time you stated certain data were being 
requested of the foreign nations, backing up their requirements. Now, 
J assume all of those data have come in ? 

Mr. Sweet. A lot of it has come in. We have reports here which 
show the actual consumption in the first 6 months. The report also 
shows the stocks on hand, imports, exports, and production. These 
figures are here. 

Mr. Becxworru. They have been rather well studied by your peo- 
ple as of now? 

Mr. Sweer. Yes. The information which is contained in this tab- 
ulation of the different countries shows what countries received, what 
they actually consumed, and what the stocks are on hand. It was used 
in the calculations. 

Mr. Beckworru. Would you have any objection to that being made 
a part of the record ? 

{r. Sweet. Well, I have got it here. Thisisa rough draft. Could 
Isend youone? This copy must be corrected. 

Mr. Beckworrn. Yes. We want to make the record as complete 
as possible. 

Mr. Sweet. Yes, sir. It is a confiidential document, and I believe 
had best be filed for committee use only. 

(The tabulation referred to has been filed with the committee.) 

Mr. Beckworrnu. Right there, I wondered whether Mr. Sweet had 
made any analysis, after screening these requirements, of whether 
the deficit still was 1,100,000 tons. You said that was the appetite, 
and now what is the result of the screening ? 

Mr. Sweet. This tabulation is a performance table. This is what 
they actually did during the first 6 months. The screening has cut 
back the stated requirements considerably. There is a complication 
here which I must explain to you. The allocations recommended by 
the Committee excluded certain countries which are more or less self- 
supporting, like Japan, for example. At present Japan does not ex- 
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port. Everything they produce, they consume themselves. And there 
are some other countries, like Chile, which have small exports but 
are also self-sufficient. Spain is in the same category, so it 1s not in- 
cluded in the allocations that the Committee has recommended. How- 
ever, these countries are included in the statistical figures. 

(The following was later submitted by Mr. Sweet :) 

Annual requirements for 1951 for the countries included in the allocation 
totaled, with the exception of United States and Canada, 1,836,100 long tons. 
On a quarterly basis this amounts to 459,000 long tons for the fourth quarter. 
The allocations recommended by the Committee totaled 369,000 long tons (ex- 
clusive of United States and Canada), This represents a reduction of approxi- 
mately 20 percent. 

Mr. Beckworrn. Do you have information as to how much United 
States sulfur we shipped to these same countries prior to World War 
II, the countries that comprise the list to which you have referred ? 

Mr. Sweet. Prior to World War IT, you mean in 1938? I am sure 
that we have that information, but I do not happen to have that with 
me. We can get that from the census figures. I have 1948, 1949, and 
1950 with me. We can get the prewar figures if you wish. 

Mr. Beckworrn. You can get those? 

Mr. Sweer. Surely. 

Mr. Beckwortu. It seems that these revisions are constantly going 
up, are they not, so far as these figures are concerned ? 

Mr. Sweet. Do you mean the demands? The figures which I gave 
you first, as I told you, did not include some of the countries. They 
have now been added into the statistics, but at the same time other 
production has been added in, so that the net deficit is still about 
1,100,000. I will send you the new figures as soon as we get them 
corrected. 

Mr. Beckwortru. Do you know how we can account for the constant 
upward revision of the figures that relate to what we shall export? 

Mr. Sweer. I do not think that they have been upped. 

Mr. Becxwortru. I have this kind of a question t shall read : 

Last May, Mr. Brooks, of the Office of International Trade, who is 
also your alternate on the Sulfur Committee, stated that the Office of 
International Trade had set a quota for export for the first quarter, to 
nations other than Canada, of 200,000 tons. 

Mr. Sweet. That is right. 

Mr. Beckworru. He said this has been found to be too strict, so 
that with the second quarter quota the total for the first 6 months 
would be 480,000 tons, and the rate for the year thus about 960,000 
tons, 

Following our meeting, we note in the press dispatches of July 
12 that your International Materials Conference upped the alloca- 
tions to foreign countries for the third quarter to 250,000 long tons; 
and at this rate for the third and fourth quarters would mean a total 
of 980,000 tons for the year, compared with 1,086,000 tons shipped in 
1950. There was 1,203,000 tons shipped in 1949 and 958,000 tons 
shipped in 1948. 

Obviously, these figures show very little cut-back as against 1950. 

Now. my question is, Why the constant upward revision of what 
we will export ? 

Mr. Sweer. Well, the original figure for the first quarter was 
obviously too low. It really had an impact which was very bad. 
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Therefore it was upped to the 230,000, and also at the same time there 
was a 20,000-ton advance given. 

Mr. Dotiiver. What is that? 

Mr. Sweet. A 20,000-ton advance on the next quarter, which was 
subsequently subtracted, so that the net result for the 6 months was 
480,000 tons. 

Mr. BecxwortH. You discussed the Great Britain situation, but we 
note particularly shipments to the United Kingdom in 1948 of 345,- 
000 tons, in 1949 of 393,000 tons, and in 1950 of 420,000 tons, and in the 
first. 6 months of 1951 of 234,000 tons. Why this constant increase, 
although there is a shortage here at home? How much is it the result 
of the political statements of Harold Wilson and Bevan, and just what 
export quotas are you going to set for the fourth  wahage of 1951! 
Of course, you have indicated that previously—about 250,000, | 
understand, in the neighborhood of that. 

Mr. Sweet. Yes. So that would give the United Kingdom about 
100,000 tons per quarter, 

Mr. Beckwortnu. Could you discuss that British situation ? 

Mr. Sweer. The British would end up, it would seem to me—and I 
think the figure is shown there—they have had 397,000 for three 
quarters—is that the same figure that you have ? 

Mr. Becxwortn. The shipments to the United Kingdom in 
1948—— 

Mr. Sweet. I am talking about 1951. 

Mr. Beckwortn. What is your question again ? 

Mr. Sweet. I was trying to reconcile our figures again. The figure 
for the first 9 months 

Mr. Becxwortn. The first 6 months of 1951 was 234,000 tons. 

Mr. Sweet. Oh, no. It was 195,000 tons. There is something wrong 
there. 

Let me check that. You have got the shipment figure, and I have 
got the licensing figure. The actual licenses given for the United 
Kingdom for the first 6 months were 195,400 tons. In the third quarter 
they got 102,500, and that makes 297,900; if we assume that they get 
102,000 again, they would end up with about 400,000 tons; that is, 
for the year. 

Now, the reason for the difference in the figures, I think, is the 
question of the time that the sulfur was shipped. In other words, 
these additional figures in the first half of 1951 were fourth-quarter 
commitments made in 1950, which were shipped later. You see, under 
the licensing procedures, licenses are granted during a quarter, but 
they are good for a 6 months’ shipment period. It is possible, if a 
license was granted, we will say, in December of 1950, that the actual 
shipment went forward in January of 1951. I think that that is what 
has happened. 

Mr. Beckxwortn. That is the explanation there? 

Mr. Sweer. Yes. But, you see, that should have been counted 
against last year’s shipments. 

Mr. Worverton. May I repeat the question that the chairman has 
asked: Why this constant increase, although there is a shortage here 
at home? 

Mr. Sweet. As you call it, a constant increase, the rate of 250,000 is 
the same rate which was the rate for the second quarter. 
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Mr. Wotverton. Well, when you compare it to 1948 and 1919, it is a 
very considerable increase. 

Mr. Sweer. I do not think, sir, in total, you will find that that is so. 
The actual exports in 1949 were 1,191,000; and now, if you assume that 
970,000 goes out in 1951, you have a reduction of 221,000 tons. 

Mr. Wotverron. I was referring more particularly to the United 
Kingdom situation. 

Mr. Sweer. Well, they have gone down, too, from their 1950 figure. 
In 1950 they had 420,000, and in 1949 they had 394,000, or practically 
400,000, 

Mr. Wotverron. We have not finished 1951, but the first 6 months 
were 234,000, and if the next 6 months are the same, why, it would be 
468,000 tons. 

Mr. Sweet. No. Where we are confused on this is in two respects. 
One is that the export quota is based on the amount licensed during 
a particular quarter, so that the total amount licensed for 1951 under 
the allocation would be roughly 400,000 tons. 

Mr. Beckworrn. I call your attention to the fact that shipments in 
the first quarter, Mr. Sweet, of this year, were only 84,000 tons to 
United Kingdom. 

Mr. Sweer. That is right. 

Mr. Beckwortn. And they dropped down in May to 18,000 tons and 
then went up to 82,000 tons in June, right after this question was 
raised about the adequacy of sulfur for the British rayon industry. 

Mr. Sweer. Well, it was everything. 

I am sorry: I can’t explain those shipments. That is a little bit 
out of my field, as to how the boats are scheduled. 

Our thought is that the quota is 400,000 this year, and it was 420,000 
last year. 

Mr. Beckworrn. And the question of shipments is really immate- 
rial when you consider the fundamental quota; is that your state- 
ment ? 

Mr. Sweer. That is right. 

Mr. Dotuiver. I must respectfully disagree. The important thing 
is what you ship instead of what the quota is; and, if you have a quota 
of 400,000 and then ship 420,000, why, it is what you ship that is the 
important thing. Excuse me. 

Mr. Beckworrnu. That is not what I had in mind. I think he is 
trying to make this point, that their quota is a given fundamental 
amount. As to how they ship their quota, I should have said, is really 
not the important part, but rather the quota itself. 

Is that not what you were trying to say ? 

Mr. Sweer. They will not get any more licenses than the quota, and 
so in the long run, although there may be a discrepancy bet ween quart- 
ers, or maybe even a flop-over from one year to the other, the total 
amount over the period of a vear or 2 vears is the amount of the quota. 

Mr. Becxworrn. I should have said shipment of quotas. 

Mr. Doriiver. I am not satisfied with that yet, because I do not 
know what you mean by flop-over or that kind of thing, but the 
thing that impresses me is this—that you say the quotas are 400,000 
tons. 

Mr. Sweet. Roughly: yes, sir. 
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Mr. Doutiiver. But actually 420,000 tons has been shipped in the 
year 1950, and here in the first 6 months of 1951 it is 234,000 tons, 
which would be at the rate of 468,000 tons for this year. 

Mr. Sweer. The 300,000 tons, let us say, or 36,000 tons, or what- 
ever this figure is, was a December shipment which was delayed and 
shipped in January. That is the explanation, of what happened. 

Mr. Dotuiver. You mean the quota was issued in December? 

Mr. Sweer. It was a fourth quarter of 1950 commitment, and it 
was shipped in the first half of 1951. 

Mr. Dotiiver. Of course, that should show, then, as a delinquency 
or a deficit in the shipments of 1950. 

Mr. Sweer. That is right. 

Mr. Do.tuiver. But the shipments in 1950 were larger than those 
of 1949, so that it has been a constantly increasing shipment, regard- 
less of what your quotas have been. 

Mr. Sweer. Well, yes; but it has decreased since; it will be ce- 
creased. 

_Mr. Dottiver. That evidence has not shown up in these figures, 
sir. 
Mr. Sweet. We have not finished the year yet, and I do not know 
what the third-quarter shipments were. 

There were not any quotas last year, Mr. Dolliver. They just went 
into effect this year. 

That was really part of their 1950 commitments which they had 
with the sulfur companies, and shipment was delayed. I remember 
the case. There was a delay in getting it out, and it was not shipped 
until the first quarter of 1951. 

Mr. Beckworrn. Mr. Sweet, what assurance does our committee 
have that the 400,000 tons to which you referred likely cannot be 
upped very much? I am talking about Great Britain now. 

Mr. Sweer. I am not sure I understand. You mean increased over 
and above that figure ? 

Mr. Becxwortn. Yes. 

Mr. Sweet. They cannot ship any more than is licensed. 


Mr. Beckxworrn. But could they revise their figures? There will 


not be any revisions anywhere along the road where they could get 
more? 

Mr. Sweer. From the United States; no. 

Mr. Becxworrn. You do not foresee that as a possibility ? 

Mr. Sweer. No; unless the quotas are raised. You mean if it is 
raised to 110,000 or something like that? I do not see how we can 
do that within the limits of even the proposed 250,000 tons. 

Mr. Beckworru. I am going to bring that up. We understand that 
there is presently being considered a revised order cutting fourth- 
quarter consumption to 90-percent rates instead of present 100-per- 
cent rates of 1950 use. Just how far is your foreign allocation respon- 
sible for this? 

Mr. Sweet. Well, that is a question which I cannot answer. I do 
not know what percent the cut-back in the United States will be. I 
do not know whether it is 100 percent or 95 percent or what it is, 
But the total supply of sulfur, as you all know, is short. Because 
foreign countries are dependent upon the United States for sulfur 
and plants would shut down or be curtailed if they did not get an 
adequate quantity, there is a certain amount that must be exported. 
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The question is, how much. So if you say how much exports are 
responsible, you have got to take a look at the whole picture. It is 
the total picture of supply and demand, including not only the United 
States but the world, because the United States furnishes practically 
90 percent of the world supply. 

Mr. Becxworrn. In your conferences that you attended, have you 
been very much impressed by what you have heard the sulfur shortage 
in Canada is as related to the fourth quarter of this year, and the 
possibility of the shortage which will encompass the two quarters in 
the first part of 1952? 

Mr. Sweet. Well, I cannot talk about 1952. All T can say is that 
I believe Canada will get about 100 percent of 1950 for 1951. 

Mr. Beckwortrn. They have insisted very strongly, as we have 
talked to them, that they actually are in great need for the fourth 
quarter of this year, and that there is a likelihood that they will be 
some 26,000 tons short the first two quarters of 1952. 

Mr. Sweet. Compared to last year? 

Mr. Beckwortnu. I do not say necessarily compared to last year. 
I am just stating the fact, mainly, that they have stated to us. 

Mr. Sweer. Well, all I can say is this: That for the first 6 months, 
Canada consumed 187,000 tons, and they reecived 139,500 tons. For 
the first half 

Mr. Beckwortn. Of 1951? 

Mr. Sweer. Yes, sir. 

Mr. Beckworrn. Would you read that figure again ? 

Mr. Sweer. One hundred and thirty-nine thousand five hundred 
tons exported to Canada in the first half of this year. 

However, you have got a seasonal factor, so that more shipments 
will go forward during the summer months because of the ice condi- 
tions in the winter months. But my understanding is that before the 
end of the year, they will have 100 percent of 1950. 

Mr. Beckworrn. And your figure on that is how many tons? 

Mr. Sweet. It is 334,000, I believe. 

We have nothing to do with that. That is an NPA affair. 

Mr. Beckworrn. Isn’t Canada a part of the International Materials 
Conference Sulphur Committee ? 

Mr. Sweer. Yes, they are, but the committee did not allocate spe- 
cifically to Canada. They lumped the United States and Canadian 
figures together, on the assumption Canada would receive the same 
treatment as the United States. So that the division 

Mr. Becxworrn. State that again; I am not sure I understood it. 

Mr. Sweet. Under the agreement with Canada—and I believe it isa 
revision of the Hyde Park agreement—there is an agreement that the 
Canadian industries and the United States industries would share 
equally. And so, in order to avoid any complications there, the com- 
mittee has lumped the figures for Canada and the United States to- 
gether. So then the division between the United States and Canada 
results, in effect, in a domestic allocation, counting Canada as part of 
the United States as far as NPA is concerned. 

Mr. Wotverron. Will you yield a moment there? 

Task you to yield for the purpose of making some inquiry about this 
so-called Hyde Park agreement. 

Now, I have had a very hazy idea of it, and how it was arrived at, 
and what it covers; and notwithstanding that considerable time has 
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elapsed since it was alleged to have been entered into, it continues to 
be—I was about to say a dominating influence in our policy. I, for 
one, should like to be informed about that agreement. Is it in writing / 

Mr. Sweer. I do not know anything about it, sir, and I am just say- 
ing it is my impression 

Mr. Wotverron. But you spoke of it in your testimony. 

Mr. Sweer. I understood that under revision of the Hyde Park 
agreement made in October 1950 for ecenomic cooperation between 
the United States and Canada there was an agreement to treat the 
United States and Canada 

Mr. Wotverron. It was because you spoke of it that I asked the 
question, because what it covers is very, very much in a fog, from 
what I have been able to observe, and I was anxious for that reason, 
if you did know, I thought maybe we at last had found somebody who 
could tell us what the Hyde Park agreement was. 

Mr. Sweer. I am sure some of the lawyers know, and I am sorry 
T cannot answer that. 

Mr. Beckworru. You do not know whether it is in writing? 

Mr. Sweet. I have never seen it. This is as I understood it. 

Mr. Wotverton. As I understand, the Hyde Park agreement refers 
to an understanding that was had between President Roosevelt and 
the representative of Canada at Hyde Park quite some years ago now. 

Mr. Sweet. That is my understanding, too. 

Mr. Wotvertron. And it never took the form of writing, so far as 
I have been able to find, and it has never been definitely defined what 
it covers. But it very frequently crops up as a basis for our dealings 
with Canada. I am interested to know where we are on it. 

Mr. Sweet. I think that that one ought to be referred to the State 
Department or somebody who has a knowledge of it. I do not know 
the details of it. 

(Mr. Sweet later submitted the following :) 


AGREEMENT WITH CANADA 


Upon further investigation I have discovered that the agreement with Canada 
is contained in a paper entitled “Statement of Principles for Economic Coopera 
tion between United States and Canada,” dated October 26, 1950. There was 
an exchange of notes between the two Governments. This agreement replaced 
the Hyde Park agreement, which was, I understand, rather vague. 

Mr. Beckworru. We note that the production of rayon filament 
yarn and staple fiber has increased in Western Europe from 229,000 
metric tons in 1946 to 604,000 metric tons in 1950, and that at the 
first-quarter rate of 1951, it will amount to at least 666,000 metric 
tons in 1951. These data are put out in the ECA Quarterly Reports, 
and apparently represent a substantial expansion in this cellulose- 
consuming industry which has been sponsored by ECA. 

Is it not # fact, accordingly, that the ECA has been sponsoring a 
large rage ger epee industry in Western Europe which also coni- 
petes for the pulp and pulpwood of Europe? Has this not in turn 


resulted in increased sulfur export from this country, and indeed, 
some newsprint allocations? And in view of the shortages of sulfm 
for Canadian pulp and newsprint manufacture, does this not mean 
in effect, that our newsprint supplies are being curtailed to assure 
increased European production of rayon ? 

You may not have gotten all of that question. 
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Mr. Sweet. That question is one that I do not know as we can lay 
the whole blame on rayon. I just cannot answer that one offhand. All 
I can say is that the requirement for sulfur for carbon bisulfide and 
sulfur dioxide, both, have increased. So there we are. ‘The require- 
ments for both are increased so that both pulp and the rayon are up, 
as far as the end use is concerned. 

Mr. Wotverton, That is the reason I would like to know, in answer 
to the first question that Mr. Beckworth put to you, as to this study 
that was made, did it include the end use, or only a study as to the 
quantities that were asked ? 

Mr. Sweer. Oh, yes, we have all of the figures here by end use; 
that is right. 

Mr. Wo xverron. 1 wish that we could have them in such form 
that they could be put into the record, because if we have those figures, 
it would answer the question that the chairman is now asking. 

Mr. Sweer. Well, it requires a bit of analysis of the figures, to 
answer that one right offhand quick, but I have here the figures which 
show the end use in all of these countries, and as soon as we get this 
report corrected, which should be within a very short time, we will 
be glad to send you this table, which will give you the complete break- 
down. 

(The table referred to is as follows :) 


European consumption and demand for sulfur to be used in the production of 
sulfur dioride and carbon bisulfite 


{Thousands of long tons] 





1950 con- 
sumption 


1951 demand 


Sulfur dioxide (SO) (for pulp) --.-.......----------- ene nant 156. 5 178.9 
Carbon bisulfite (C52) (for rayon) ; : 241.4 289.7 
| 





Mr. Beckwortu. We do not try to recommend what the end use 
will be, or do we? 

Mr. Sweet. Not yet. So far, the Committee has taken this position : 
the Committee has felt that it could not say to these countries what 
is the most essential use for particular countries, because it varies so, 
country by country. 

Mr. Becxwortu. Do you foresee—and you said not now—do you 
foresee that it may be necessary to do that ? 

Mr. Sweet. It may be, and I do not know how far it will go; I 
really don’t. 

Mr. Wotverton. Well, Mr. Chairman, may I interject a thought at 
point, that there is a great fear because of the possibility that sulfur 
allotted for domestic use and for Canada will be decreased, as a re- 
sult of which the newsprint industry will feel a considerable cut; and 
it is also indicated that there may be a cut in the allocation of sulfur 
for fertilizer purposes. That would be felt by the farmers of this 
country. 

Now. if we take that attitude toward our own domestic necessities, 
which I would consider newsprint and fertilizer, why is it not just as 
proper that we should take some consideration of the use to which it 
is put in foreign countries? 
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Mr. Sweet. We have taken that into account, definitely, in these 
figures, and you will find that in practically all of these countries they 
are below their 1950 consumption. 

Mr. Wotvertron. The net result seems to be—— 

Mr. Sweet. So foreign countries have had to cut fertilizer or some- 
thing in their own country. And we did not say whether they should 
cut, in a particular country, rayon as against fertilizer. It was up 
to them individually to make that decision, but they did have to 
cut, and they have made cuts. 

Mr. Wotverron. Their demands were based upon an expanded 
‘“ayon industry in some particulars ? 

Mr. Sweet. This is all in relation to 1950 base, you see. Require- 
ments are far above that, so that they have not only cut their require- 
ment down to below what they want, they have had to cut below the 
1950 level. 

In the case of the United States and Canada, their 1951 consump- 
tion should come out at a little over 100 percent, maybe 101 or 102 
percent of 1950. 

Mr. Wotverton. But it does not take into consideration any expan- 
sion in this country, and we have evidence before us that there has 
been a great expansion in some lines on the other side that are in 
direct competition even with our own industry. When you create 
an increased rayon production, it is at the expense of cotton, and 
that is affecting our economy in this country. The more we put into 
rayon, I will state to you young men who so faithfully represent 
southern industries, you are cutting down the cotton situation. 

Mr. Beckxwortrn. That is right. 

Do you have any information about ECA dollars financing these 
sulfur purchases? 

Mr. Sweet. Well, yes; in a sense I have. I do not have the figures 
with me but I will send them to you. 

Mr. Beckxwortn. There are some reports that some United States 
sulfur is sent to Europe and it has been resold at high prices to 
American chemical firms. Do you know anything about that kind 
of thing? 

Mr. Sweet. I never heard of any specific case. 

Mr. Becxwortu. Do you feel that you likely would have heard 
of such things, since you are dealing with that ? 

Mr. Sweet. I should, but I have not caught up on any of those. 
We have had a lot of wild rumors. 

Mr. Becxworrn. Do you run them down to some extent ? 

Mr. Sweet. Yes. The import figures are the best source for this 
information. Statistics show that imports into the United States 
of sulfur for the first 6 months of this year were about 1,100 tons. 
I think most of that came from South America. 
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(Mr. Sweet later supplied the following information :) 


The following table shows the imports of sulfur into the United States for 


the first 6 months of 1951: 
Long tons 


40 
694 
245 
118 


Germany__--- ee a hs al lecncaeen ee dedi eeibnaiaiade weabadenbiets 20 


Canada 
Colombia 


Total 

The import of 20 tons from Germany is being investigated to determine the 
exact source of this sulfur and other details connected with the transaction. 

Mr. Beckwortn. In your conferences, do you frequently bring up 
a question like this with reference to a foreign country: “Where did 
you formerly get your sulfur, and why can you not get it from that 
source now ¢” 

Mr. Sweer. Surely; all of the time. 

Mr. Beckworrn. Do you see any hopeful aspects developing along 
that line? 

It does seem somewhat strange, with this country needing and with 
Canada needing sulfur for the very important purposes we do, such 
as fertilizer in this country and newsprint in Canada, and petroleum 
refining in this country, it does seem somewhat strange that they 
could not make extra, unusual efforts to get back to those old sources 
they used to have. 

Mr. Sweer. We are trying our best to do that, sir, in many ways. In 
Italy we are urging the Italians to increase their production, and—— 

Mr. Beckworrnu. Do they seem interested in eae that ? 

Mr. Sweer. Oh, yes; there is a definite program to increase pro- 
duction of the Italian sulfur. 

ECA, for example, has set aside counterpart funds and has provided 
technical assistance over there. I believe that isin a letter that I wrote. 
I think that you have it in your records, 

The latest figure that I have on Italian production is that in 1951 
they expect to produce 210,000 tons, and we hope in 1952 they will get 
up to 280,000 tons. 

Mr. Beckworrnu. That is 210,000 tons in 1951? 

Mr. Sweer. Yes, sir; that is the anticipated production this year. 

Mr. Beckworru. And 280,000 in 1952? 

Mr. Sweer. They hope to get it up to 280,000; yes. And, in 1953, 
somewhere between 350,000 and 400,000 tons. That is crude sulfur, 
Mr. Chairman. 

Mr. Beckworrn. Other than Italy, is such a favorable picture 
observable ? 

Mr. Sweer. Well, Norway has a plan; let me see what they think 
that they will do. Their 1950 figure was 96,000 tons, and they esti- 
mate 95,000 in 1951 and 105,000 in 1952. They do not have as much 
chance to expand there because they recover sulfur from pyrites. 


80176—51—-pt. 1——_ 82 
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Mr. Beckworrtu. That is 95,000 in 1951 and what in 1952? 

Mr. Sweer. One hundred and five thousand in 1952. That is g 
guess, of course. 

Mr. Beckworrn. What kind of picture, compared with that, do you 
have in England itself, as to old sources ? 

Mr. Sweer. England does not produce hardly any sulfur. They 
produce about 5,000 tons a year which they recover, but the United 
Kingdom picture is this: They have a program to convert their plants, 
their sulfur-burning plants, to pyrites, and also to erect anhydrite 
plants whereby they would get sulfur to make sulfuric acid. ‘Those 
plans are in progress, but the first results will not be felt until next 
year, 

Mr. Becxwortn. Italy has the most favorable picture, I suppose? 

Mr. Sweet. For increasing production, yes; Italy is about the only 
source in Europe that can increase materially; that is, as far as crude 
sulfur is concerned. 

Mr. Beckwortn. Have you given any attention to Mexico? 

Mr. Sweet. We have, but we have not very much information 
so far. 

Mr. Beckwortn. What about the South American countries ? 

Mr. Sweet. In South America there are possibilities of a slight 
increase, maybe, in Argentina; and Chile has a little bit; and there 
are very small amounts in other countries. For example, in Bolivia 
there is 4,000 tons a year, and in Chile we have 16,000 tons a year, and 
Colombia 13,000 tons. Those are the magnitudes. 

Mr. Beckworrn. Mr. Sweet, where they have those small supplies 
and where we recognize such urgent need for that sulfur, say, in 
Canada, or maybe in our own country for fertilizer, do we try to use 
the good offices of this country to see that it is channeled into these 
essential uses, or do we kind of let it just go by the board ¢ 

Mr. Sweet. So far, we have not been able to get enough information 
specifically to make an allocation of this sulfur, and I am talking 
about the Committee now. The IMC Committee has not been able to 
channel Bolivian sulfur, for example. 

Mr. Beckworrn. We work on the theory that they are our friends. 

Mr. Sweet. Oh, yes. 

Mr. Beckworru. And now we certainly hope so, of course. 

Mr. Sweet. That is right. 

Mr. Becxkwortu. And here is my point: If we are in great need of 
a given amount of sulfur, they could not befriend us probably in a 
greater way than to see that their portion, although very small, if 
they can spare any, goes to some of these needs that we have. 

Mr. Sweet. It will work this way, I think, Mr. Chairman, that, for 
example, although this has not happened yet but it could, if we found 
that Chile, for example, came into the plan and could supply, we 
will say, Brazil with sulfur, that would reduce the amount of sulfur 
that we would have to send to Brazil from the United States. 

Mr. BeckwortnH. Have we made any efforts along that line ¢ 

Mr. Sweet. We are working on that with Mexico now. In the case 
of Chile we have not been able to get firm figures yet, but we will try 
to get them. 

Mr. Becxwortu. You would not know—and this goes back to a 
question like I asked you a moment ago—you would not know how 
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much of our sulfur exports during the past 2 years, for example, has 
been financed by ECA funds—would you have that? 

Mr. Sweet. 1 can get that. 

Mr. Becxwortu. Could you answer that question specifically if 
you ean ¢ 

Mr. Sweet. I think the way I can get it is from the start of ECA, 
which was April 3, 1948, up to date. Would that be satis: wctory ? 
That would show the total ? 

Mr. Beckwortru. Yes; that would be all right. 

Mr. Sweer. During that period you may have a little confusion 
in reconciling the figures with the yearly exports, but it will give you 
a total. 

Mr. Beckwortn. You would not have a general idea as to whether 
or not our increase in sulfur exports is largely due to the aid our 
country has given ¢ 

Mr. Sweer. I would not say so, any more than anything else, be- 
cause if a country needed sulfur they would spend their own dollars 
and not necessarily ECA dollars to get it, if they needed it badly 
enough. So that would not necessarily be a factor, especially in the 
case of the large users. In the case of countries that are highly de- 
pendent, like Greece or Germany or some of those countries, naturally 
they would probably use the ECA dollars to buy it. 

(ireece has used ECA dollars to purchase refined sulfur. However, 
refined sulfur is not included in the IMC allocations. 

Mr. Beckwortu. It is my understanding that Spain used to supply 
quite a lot of the sulfur for European areas. 

Mr. Sweet. Yes; they supply some, but they supply mostly pyrites. 

Mr. Becxwortn. Has their supply gone down appreciably as our 
exports have gone up? 

Mr. Sweer. Well, we are talking about two different things. Let 
me first talk about sulfur. The Spanish production of sulfur is esti- 
mated at 40,000 tons a year for 1951: 7,000 tons of native sulfur and 
33,000 tons of sulfur recovered from pyrites. 

Mr. BeckwortH. Do you have figures back, say, for 10 years, and 
what would it be 10 years back? 

Mr. Sweet. We can obtain them. I haven't those here. That is 
mostly recovered sulfur, you see. 

Mr. Beckwortn. You would not know whether 10 years ago or 5 
years ago, the figures would be near the same amount ? 

Mr. Sweet. If we talk of sulfur, it is a small amount; I can probably 
get those figures for you from the Bureau of Mines. I think that they 
have them. But the big thing in Spain is pyrites. Their production 
has fallen off considerably. 

Mr. Becxwortn. That would have a bearing on the sulfur picture? 

Mr. Sweer. Yes, surely. 

Mr. Becxwortru. The fact that pyrites—— 

Mr. Swerr. That is one of our problems. We are afraid that we 
will not have enough pyrites to go around. 

Mr. Beckworrn. I will read this into the record at this time, be- 
cause I am interested in getting the Spanish picture, and it says, and 
this is from the Bureau of Mines: 


Pyrites industry of Spain has not recovered from the decline entered during 
World War II, but there has been some progress by both the Government and 
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producers in expanding the output of this important export commodity. During 
1949, the industry found operations very difficult owing to the serious shortage 
of electrical power causSed by drought and shortages of operating equipment aii 
increasing operating costs, and caused in part by monetary inflation and foreig: 

exchange difficulties. However, in spite of these difficulties, the Sulphur ¢ 
Copper Co., increased its pyrites exports to 513,000 tons, slightly more than j 

1948. The total production in Spain increased to 1,132,000 in 1949, but was stil! 
far below the pre war normal. 

Do you suppose—and this is the main question I wanted to ask—that 
the fact that we have been sending a lot of what might be terme: 
“cheap” sulfur to the European area, produced from domes, has had 
any appreciable bearing on that pyrites picture in Spain? 

Mr. Sweer. Well, I do not know as I can answer that, except to give 
you my opinion, and it is not official. I donot think so. I think that 
the Spaniards could sell more pyrites if they had them. They have 
just had a tough time with all of these difficulties that you have jusi 
mentioned—the foreign exchange, equipment, and other problems. 

The Export-Import Bank, I believe, has made a loan to Spain to 

develop production of pyrites, at Rio Tinto. That is where the mines 
are. 
On the other hand, I must add this: There is no question that back 
several years ago the American sulfur companies did try to sell sulfur 
to England and convert their pyrites-burning to sulfur-burning 
lants. Now, we are turning around and saying, “Convert your plants 
ack again to pyrites.” 

Mr. Becxworrn. You really believe, even if Spain should develop 
her pyrites industry greatly, that would not have a great influence on 
the question of the sulfur need over there ? 

Mr. Swerr. Well, there is no question that the sulfur needs in 
Europe have got to be met from other sources—partially, at least— 
than the United States, and everybody recognizes that. 

Mr. Beckworru. Well my point is: Would they need the same 
amount of sulfur that we are giving them, because of expanding 
situations over there ? 

Mr. Sweer. Yes. But the trouble is that a lot of these countries are 
set up to burn sulfur. They are not set up to burn pyrites. They have 
got to change their plants over, and they have to find enough pyrites 
to serve those plants. 

Mr. Becxwortn. As of what time did that set-up to burn sulfur 
become characteristic of what you are talking about? 

Mr. Sweer. It goes way back, several years, and I do not have the 
exact time, 

Mr. Becxwortn. Policies followed since the war are not responsible 
for that ? 

Mr. Sweer. I have got that information somewhere. I did not 
bring it with me, but I can obtain it. 

Mr. Becxworrn. Would you make a note to supply that for the 
record, if you will? 

Mr. Sweet. I will do that. 

(The information referred to is as follows :) 


The following table, showing consumption of raw materials for sulfuric-acid 
production in the United Kingdom, illustrates the increased demand for sulfur 


compared with other raw materials for acid production. About 75 percent of 


all sulfur consumed is used for acid production. 
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Consumption of raw materials for sulfuric acid 


{As percentage of total acid production] 


! 
| Tons of 100 
percent acid 
1950 | produced 
from 100 
tons 


Total production of acid - _. thousands of long tons 950 | , HE 1, 800 


Percent Percent | 
22 | 39 MW 


Sulfur. 

Pyrites 

Zine concentrates. ____- 
Spent oxide. 
anhydrite... 


17 | 
15 | 


Source: A Survey of the Sulphur and Sulphuric Acid Position, June 1951, Special Rept. No. 1, Depart- 
ment of Scientific and Industrial Research, London, England. 


Mr. Becxworrn. Off the record. 

(Discussion off the record. ) 

Mr. Beckwortu. Do you suppose the reduction of which you speak 
might be felt as early as the first quarter, or do you fear that it might 
be felt in the fourth quarter ? 

Mr. Sweer. I think it will be gradual: and, now, I do not say 
it is going to be great. I do not know. I do know this: Their de- 
mands are greater, their demands now. For example, there are 
plants in India that are operating at greatly reduced rates because 
they haven’t got enough sulfur. There are new plants coming in; 
and where are they going to get the sulfur? There are new plants 
in Brazil and other countries. 

Mr. Becxwortn. Are there plants that are not operating in Brazil? 

Mr. Sweet. Some of them are operating at 50 percent, or some- 
thing like that. 

Mr. Beckwortn. Because of the sulfur shortage ? 

Mr. Sweer. Because it is short. 

Mr. Dotutver. You are referring to newsprint plants now ? 

Mr. Sweer. No; sulfuric-acid plants, mostly for fertilizer. 

Mr. Becxworrn. Mr. Sweet, if the question comes up of allocat- 
ing sulfur to various industries, who will it be that would decide 
how significant the newsprint-manufacturing industry is, as com- 
pared, we will say, to the atomic-energy industry? Would it be the 
Defense Production division of our own Government ? 

Mr. Sweer. It would be DPA. 

Mr. Beckwortrn. You would have nothing to do with that ? 

Mr. Sweer. No; not as far as IMC is concerned, except they might 
he rigs something. But the determination would be made by 

PA, 

Mr. Beckwortu. Where do you feel this Materials Conference 
would probably put newsprint, if we come to the question of allo- 
cating that? 

Mr. Sweer. I could not answer that. I just do not know, and it 
has not been considered. 

Mr. Becxworrn. As I understand Order M-69, the National Pro- 
duction Authority must approve the shipping schedules of United 
States producers, and presumably NPA will approve amounts only 
authorized by DPA. Hence, where does IMC fit into the DPA? ~ 
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Mr. Sweer. Only in this respect, that the IMC sulfur Committee 
is a so-called autonomous body. It has representatives from 14 coun- 
tries. They make a recommendation which is submitted to their 
governments. The governments then decide whether or not to accept 
it. 

Mr. Dotutver. To whom do you refer as the “Government”? Theo- 
retically, the Government is all of us. 

Mr. Sweer. The Government in this case, in the case of the United 
States now, you are talking about? 

Mr. Dotuiver. That is right. 

Mr. Swerr. That would go to this interagency group which is 
headed up at the top level by DPA. If the problem can be resolved 
at. lower levels, then that is settled. But, if it is not resolved there, 
it goes up to the next level. 

Mr. Becxworrn. Where does IMC fit into the Office of Defense 
Mobilization International Committee, which was headed by Mr. 
Troster? 

Mr. Sweet. It is separate from that. The TMC, as I tried to say, 
is an autonomous body. There is a central group which acts in a sort 
of advisory capacity, and there are members from the different coun- 
tries. The United States, of course, is a member of that, and the 
United States member on it was Mr. Gibson, who has left and is going 
to be replaced, and perhaps you know about that. But that is in DPA. 
The Foster committee is a policy body on foreign policy. The top 
level on allocations is DPA. 

Mr. Wotverron. I was out of the room for a few moments, and | 
may have missed the information that I am anxious to obtain. As I 
understand it, you are from ECA. 

Mr. Sweer. Yes. 

Mr. Wotverton. What is your title? 

Mr. Sweer. In ECA, I am the Chief of the Combined Materials 
Branch of the Industrial Commodities Division. 

I came to Washington in December 1941, and was with the War 
Production Board. Then I went with the War Food Administra- 
tion, where I was controlled-materials officer, under the controlled- 
materials plan which dealt with allocations and programing. In 1945, 
I went to Germany and was with the military government and worked 
on the programing of fertilizers with the Office of Military Govern- 
ment in Berlin. 

Mr. Wotverton. From what source do you get your information 
that enables you to represent the United States on this Internationa! 
Committee? 

Mr. Sweer. I get my information, sir, from all of the agencies of 
the United States Government that are involved. We have an inter- 
agency committee. There are representatives from the National Pro- 
duction Authority, from the Defense Production Administration, the 
Department of Defense, the Office of International Trade, the De- 
partment of the Interior, the Atomic Energy Commission, the De- 
partment of Agriculture, the Economic Cooperation Administration, 
and the State Department. 

Mr. Wotverton. Do they sit in with you when you have a meeting 
of the international committee? 

Mr. Sweet. Not necessarily, sir. Sometimes they do, and some- 
times they do not. The rules call for not more than two people; that 
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is, the representative and two others, at a particular meeting. So we 
could not take the whole group all at once. 

Mr. Worverton. I did not know whether you had them sitting 
there with you, assisting you in your deliberations, so that as ques- 
tions arose they would be able to give you the benefit of their particular 
information. 

Mr. Sweer. I do that, sir, when we have a question which would 
involve a technical point, I would take the man who could answer 
those questions. 

Mr. Wotverton. Would you enumerate the nations that have repre- 
sentation on this International Materials Conference ? 

Mr. Sweer. Yes, sir. There is Australia, Belgium, Brazil, Canada, 
France, Italy, New Zealand, Switzerland, South Africa, United King- 
dom, the United States, Norway, India, and Germany. That is the 
present committee. 

Mr. Wotverron. The United Kingdom, then, has, through itself 
and its colonies or dominions, a representation of five on that com- 
mittee, has it not ? 

Mr. Sweer. Well, it depends upon what you call it. I suppose you 
refer to Australia, Canada, New Zealand, South Africa, India, and 
United Kingdom ; that would be six. 

Mr. Beckworrn. Might I ask a question there? I am still not clear 
what review Defense Production Administration, which is a member 
of your Committee, gives to your recommendations, since the final 
responsibility and authority in allocation rests with the Defense Pro- 
duction Administration. 

Mr. Sweer. They are the ones who make the decision as to what 
the export quota will be. 

Mr. Becxwortrn. As I understand it, they sit on your Committee 
and make a recommendation to you, representing the United States. 

Mr. Sweer. Yes, sir. 

Mr. Becxwortn. And then, in turn, after your Committee makes a 
recommendation, they decide what they are going to do for the United 
States and for all of the other countries? 

Mr. Sweer. Yes; they decide what the total export figures will be. 

Mr. Becxworrn. Now, what review do they give to that, and what 
staff do they have that goes over all of your data and makes a separate 
determination? They must have some staff because they have given 
you, to begin with, what the United States position should be. 

Mr. Sweer. Well, you see, it doesn’t work quite that way. It is one 
of these things that works along parallel tracks. You do not know 
exactly what the figure is going to be until the IMC has made an 
analysis of what they are going to recommend, and DPA cannot re- 
view it until they have had a chance to look at it. That is the situation 
we are in right now. 

Mr. Becxworrn. I understand that. But I also thought the De- 
fense Production Administration had a Foreign Requirements Di- 
vision. 

Mr. Sweer. That is right. 

Mr. Becxwortn. I am still not clear what review and what duplica- 
tion there exists between DPA and IMC. 

Mr. Sweer. They are separate. DPA is the United States Govern- 
ment; and in IMC the United States is a member of an international 
group. 
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Mr. Beckwortu. Well, does the DPA Foreign Requirements Divi. 
sion look to the IMC for the foreign requirements in these materials 
where there is a shortage ? 

Mr. Sweer. We look to several places; yes. Prior to the IMC, and 
if there was not any IMC at all, the Foreign Division of DPA would 
look to the claimant agencies who are responsible for presenting thie 
claims of the foreign countries. Those are now ECA and OIT. EC \ 
has certain countries and the OIT has the other countries. So thiat 
those requirements would come in anyway from those sources, or they 
might come in in the case of this group through the IMC. 

Mr. Beckworrn. In the case of sulfur they do not come in through 
OIT and ECA? 

Mr. Sweer. They did, as a matter of fact, in the 1951 figures that 
we have, they are all submissions from the countries direct to IMC and 
to ECA and OIT. They are parallel figures as far as the requirements 
are concerned. They are the same asking figures. 

But the screening figure was done, prior to the IMC, by ECA an 
OIT, and a screened figure was presented and a determination was 
made at that time by the Department of Commerce. 

There has been a shift in the procedure. During the first three 
quarters the derivation of export quotas was made by Commerce. 
Determination is now made by DPA, 

Mr. Wotvertron. The more I hear of this overlapping of depart- 
ments and the numerical number of the departments, the more I 
realize the importance of a book that was written by former Solicitor 
General Beck, and I think it was entitled “Alive in a Wonderland of 
Bureaucratic Controls,’ and I can see what he had in mind, and that 
was 20 years or so ago, and the situation is even more confusing now. 

Now, I want to ask just a few definite questions, if I may. 

Under date of September 18 the Sulfur Industry Advisory Com- 
mittee of NPA was told the fourth-quarter United States shortage 
would be 100,000 tons, speaking of sulfur, even with order M-69 in 
effect. We understand that there presently is being considered a 
revised sulfur order cutting fourth-quarter consumption to 90 per- 
cent instead of the present 100 percent rate of 1950 use. 

Just how far is the foreign allocation responsible for this? 

Incidentally, if export controls had been kept at the 800,000 yearly 
rate, as announced by the OIT in December of 1950, instead of 180,000 
tons more, would we have faced these difficulties? 

Mr. Sweet. I cannot answer that question specifically without re- 
ferring back to my former statement, which was that in any con- 
sideration of this problem you have to take into account the total 
requirements of both the United States and the foreign countries to 
arrive at an equitable distribution of the supply. Of course, if we 
kept all of the sulfur here in the United States and did not export 
anything, obviously we would have enough to go around, and there 
is not any question about that. 

Mr. Wotverton. Well, then, the answer would be that our foreign 
allocations are responsible for the cut in this country? 

Mr. Sweer. If you put it that way, if you go on the basis that the 
United States exports only that amount which it does not need over 
and above its total requirements, the answer is “Yes.” As I men- 
tioned before, however, it should also be noted that demand in the 
United States has agreatly increased, so that increased use in the 
United States is also partially responsible. 





la 
pl 


ra 


mi 


NEWSPRINT INVESTIGATION 499 


Mr. Wotverton. Are you aware of the fact that, while you have 
been increasing these foreign exports, the Canadian pulp and paper 
manufacturers are unable to get what they will need for the fourth 
quarter of this year and have been told that for the first half of next 
year they still will be 26,000 long tons short of getting enough to 
maintain capacity newsprint production? Have you noted that they 
say this will mean a loss of 17 percent in newsprint output é 

Mr. Sweer. I believe I answered that one before, Mr. Wolverton, 
to this effect : that in 1951 the Canadians are expected to get 100 per- 
cent of their 1950 consumption figure. What happens in 1952, I don’t 
know. 

Mr. Wotverron. Well, of course, that is what they are looking 
forward to. 

Mr. Sweer. I know; we all are; but I just cannot answer as to 1952. 

Mr. Wotverton. If they do not get it and they use their present 
stockpile in the meantime, why, then they are in a serious situation. 

Mr. Sweer. Well, that will be worked out, I hope, this next year. 
We have got to work it out, and there is no question about it. 

Now, we have got to figure out what is the most equitable distribu- 
tion of this short supply of sulfur. We have a short supply, and that 
is all there is to it. We do not have enough to go around. 

Mr. Wotvertron. Well, I think you have probably answered this in 
part at least, but with reference to the rayon filiment yarn and staple 
fiber it has increased in Western Europe from 229,000 metric tons in 
1946 to 604,000 metric tons in 1950, and at the last quarter rate of 
1951 it will amount at least 666,000 metric tons in 1952, which is 
approximately double what it was in 1946, 

Now, those records come out in the ECA reports. 

Mr. Sweer. Yes, sir. 

Mr. Wotverton. And undoubtedly represent a substantial expan- 
sion in this cellulose-consuming industry which has been sponsored by 
ECA. Is it not a fact that ECA has been sponsoring a large sulfur- 
consuming industry in Western Europe which also competes with the 
pulp and pulpwood of Europe, and has this not in turn resulted in 
increased sulfur export from this country and, indeed, some newsprint 
allocations? And, in view of the shortages of sulfur for Canadian 
pulp and newsprint manufacture, does this not mean, in effect, that 
our newsprint supplies are being curtailed to assure increased Eu- 
ropean production of rayon / 

Mr. Sweet. Well, first, there are a lot of questions involved in that. 

Mr. Woxverron. The point I am getting at is what I said in the 
last few words: Does it not mean, in effect, that our newsprint sup- 
plies are being curtailed to assure increased European production of 
rayon ? 

Mr. Sweet. I would not say that that is necessarily so, sir. As a 
matter of fact, the exports from the United States are decreasing. 

Mr. Dotutver. Of what? 

Mr. Sweet. Of sulfur. They have decreased over the last year. 
In the case of whether or not the rayon gets it or the wood pulp gets 
it, the requirements in Europe for both those items have expanded. 
I have the figures here, but I will have to add them up. I will be glad 
to do that. 

I would like to take this table and show you the increased demands 
for carbon disulfite, which goes into the rayon industry, and the 
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increased demand for sulfur dioxide, which goes into the pulp in- 
dustry. They both want more. They are both expanding. 

I know the wood-pulp people are expanding and the other people 
have expanded. So we can pull these figures off and give you a total, 
which I will be glad to do. 

Mr. Wotrverron. Very well. 

(The figures referred to were submitted earlier by Mr. Sweet and 
appear on p. 489.) 

Mr. Wotverton. Now, just to touch a bit further on the question 
raised by our chairman, what have been the results of the urging 
by the International Materials Conference Sulfur Committee that 
foreign countries take certain steps to obtain alternate sulfur sup- 
plies and to conserve in their uses of sulfur? You gave us a detailed 
announcement, I think, that you made on May 4 concerning what you 
had urged; and now what I would like to know, in a little bit more 
detail than you gave in answer to our chairman’s question, what has 
been the result? 

Mr. Sweer. Along those lines, sir, I will read you the paragraph 
from the first report, which says this: 

To assist the Committee in the continuation of its work after making these 
recommendations, each country should furnish to the Committee not later than 
October 31, 1951, a report indicating the progress made in implementing the 
recommendations. 

In other words, we expect by the end of October to have a report 
showing what has been accomplished. We have not gotten it yet. 

Mr. Wotvertron. Well, aside from a report that you expect to get, 
has anybody, on behalf of ECA or your committee that made this 
recommendation, made any examination during the intervening time 
to satisfy yourselves whether they are or are not ? 

Mr. Sweer. Yes. 

Mr. Wotverton. They are or are not complying with your request ! 

Mr. Swreer. We have had surveys made in the United Kingdom, 
and people went over there and looked into the situation and reported 
back that these were the plans. However, those plans and programs 
do not come into effect until next year. So I cannot answer the 
question. 

Mr. Wotverron. That was the reason I was pursuing the question 
of the chairman a bit further. I did get the impression from your 
answer to him that there were plans. 

Mr. Sweer. Exactly. 

Mr. Wotverron. Has it gotten beyond the blueprint stage? 

Mr. Sweet. Oh, surely. We have had several cases of where we 
have given priorities or asked for priorities to obtain equipment. We 
have one where we have requested a rating to get some pumps and 
some fans for a plant in the United Kingdom. However, most of 
the equipment is coming from the other side, and very little of it 
from the United States. 

Mr. Worverron. With respect to these plans to which you have 
made reference, what countries do they cover ? 

Mr. Sweer. Mainly the United Kingdom. There is also some con- 
version in Belgium, I understand. A plant will be converted there 
the latter part of this year and probably go into operation the first 
quarter of next year. : 
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As I say, we are going to compile this report, which we haven’t got 
yet. We do not have all of the informati ion. 

Mr. Wotverton. Well, then, it covers the United Kingdom 

Mr. Sweer. It covers all countries, sir. 

Mr. Woxverron. All of them ? 

Mr. Sweet. Yes, sir. All countries were asked to conserve sulfur. 
Now, there may not be a conversion problem in all cases, but they will 
report what steps they have taken to conserve sulfur. 

Mr. Wotverton. To what extent, if any, in addition to what you 
have already said, is ECA assisting in the development of the Euro- 
pean sulfur sources ? 

Mr. Sweer. Well, I wrote a letter to your committee about that, 
giving you more details. In the case of Italy, ECA has made counter- 
part funds available, and technicians have gone around and made 
suggestions as to how they could improve their production, and so on. 

Mr. Wotverton. Well, is ECA, in addition to its desire to increase 
the production of sulfur, also assisting in the expansion of the indus- 
tries that will use more sulfur in those foreign countries ¢ 

Mr. Sweet. Well, that is a tough one to answer, but I do not think 
there is any more expansion of sulfur-using industries. We have 
tried to avoid that sort of thing. I do not know of any plants now in 
progress which would use more sulfur. 

You talk about a rayon plant, for example. I do not know of any 
ECA-financed or sponsored rayon plants in Europe today. As a mat- 
ter of fact, most of the rayon plants which were expanded as mentioned 
in this document here, were done by the countries themselves without 
ECA funds. That is particularly true of the United Kingdom. There 
were no ECA dollars used in the rayon expansion in the United 
Kingdom. All of this rayon expansion was carried out with private 
investment with their own funds. 

We did not approve several requests for rayon expansion in other 
countries. We turned them down. 

Mr. Worverron. Then the extent to which ECA contributed to 
sulfur-consuming countries, it has been to supply materials which 
would help them ‘build up their sulfur production ¢ 

Mr. Sweet. We are trying to increase the sulfur production, and 
our missions in the various countries where there are possibilities for 
increasing it, are working with those Governments and trying to do 
the best we can. As I say, in the United Kingdom we are trying to 
get them to make conversions. 

Mr. Beckwortu. Is it your information that in 1950 the Canadians 
used 330,000 tons of sulfur from this country ? 

Mr. Sweet. I think the actual consumption in Canada, according 
to my figures, was 295,500in 1948; 296,100 in 1949; and 334,000 in 
1950. 

Mr. Beckxworrn. And in 1951, do your figures indicate they will 
get 335,000 tons? 

Mr. Sweet. Well, 334,000, about 100 percent. 

Mr. Beckworrn. And in 1952, as you understand it now, and as 
we see it now, their base allotment will be 335,000 tons plus 10,000 
additional for new defense activities ? 

Mr. Sweet. I do not know about that one. 

Mr. Becxworrn. You do not know about that one ? 
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Mr. Sweet. I do not know whether they will get it or not. I do 
not know what they will get in 1952, sir. I just do not know what the 
1952 picture is going to be. I know that requirements will be high. 

Mr. Beckworrn. If United States industries are cut 10 percent in 
the last quarter, why are not exports cut by at least 10 percent? 

Mr. Sweer. Well, I do not know as industry is cut 10 percent in the 
United States. Iam not sure industry is cut by 10 percent. 

Mr. Beckwortru. But just assume that United States industry is cut 
10 percent in the last quarter; why should not exports be cut by 10 
percent ¢ 

Mr. Sweer. For the simple reason that exports have already been 
cut. You have to look at this thing over a period of the 12 montlis, 
or at any period you start; but taking the year 1951 as a year, the 
total amount of sulfur which will be available or consumed in the 
United States will be about 100 percent or better than 1950, and the 
total amount which will be exported is considerably less. 

Mr. Beckworrn. Assume that we should have an allocation next 
year, considering the base where one given kind of industry is consid- 
ered less important than another, and gets 90 percent in 1952 of what 
it got in 1951; and another industry is what might be termed an aver- 
age-importance industry, and got 100 percent; and still another, ex- 
ceedingly strategic, would get 110 percent. I am talking about the 
United States and in Canada. Do you feel that it would be the pro. 
per thing to apply that kind of rating to European industries that are 
receiving sulfur from this country ¢ 

Mr. Sweer. Now, this is an opinion, and this is not a firm policy. I 
feel this way: I should certainly think in category 1, that the Defense 
Mobilization efforts of foreign countries, for example the United 
Kingdom, should have similar treatment to what we have here, in 
that same broad category, if they are doing a relative amount of work. 

As to what particular industries should be cut in Britain as against 
what should be cut in the United States, I do not think that we can 
determine that; that is up to the United Kingdom Government to 
decide which is more essential to them. They may need rayon more 
than they need something else. I do not know. 

Mr. Beckworrtn. It would not be necessarily an attempt to parallel 
various industries in one country as contrasted with another. My 
point is that you would, in effect, be taking from some of the lesser 
important industries, and giving that sulfur to something more hig)h- 
ly strategic, and then you would have a middle category that would 
not be cut. 

Now, of course, each country has some of all kinds of industries, and 
TI am wondering if that kind of austerity should be adopted that woul 
affect this country and, say, Canada ? 

Mr. Sweer. I know as far as England is concerned, it has already 
happened over there, and they have cut. In the case of their more 
essential or defense industries, if you want to call it that, their mobil- 
ization industries; they would receive more, maybe, than they had last 
year. How much, I do not know. But we will assume that they get 
a little more. There would then be a cut in some of what they might 
consider the less essential, industries from their viewpoint. 

Now, how we can tell each individual foreign country what is less 
essential for them, I do not know. They have got to determine that 
themselves. 
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Mr. Beckwortru. Mr. Sweet, we certainly do appreciate the helpful 
attitude you have demonstrated here this time and the last time we 
met. You indicate that you try to help us to get the information we 
seek, and we appreciate your supplying the information that you in- 
dicated you will supply, as soon as you can reasonably do it, and we 
will not be unreasonable with you. 

Now, I do want to adjourn the meeting with this impression—that 
this committee, although a newsprint committee, is certainly mindful 
of the other needs that sulfur fills, and we are not trying to be un- 
reasonable or unfair in the degree of interest we show with reference 
to sulfur. 

Mr. Sweer. That is quite understandable. 

Mr. Beckwortu. At the same time, I would like to say that through- 
out this country, there are publishers of smaller dailies and weeklies, 
and of the larger papers, too, that are showing a very great concern 
over the increasingly tight situation that characterizes newsprint, and 
we do request that every consideration possible be given to those needs. 

The subcommittee adjourns, subject to the call of the Chair. 

Mr. Wotverton. Just before you adjourn might I take a moment? 

The concern of this subcommittee, as has been pointed out by our 
chairman, originates through the fear of the newspapers of the coun- 
try that there would be a considerable reduction in available news- 
print in the event that present sulfur allocations are carried out or 
suggested allocations. I refer to an editorial that appeared in the 
Times-Herald of Washington, under date of September 5, and I will 
just make a comment or two from it: 

If the Commerce Department persists in its present course, it is going to 
inflict a disaster on both the Canadian paper industry and its principal cus- 
tomers, American newspapers. 

Further on it says: 


The present allocation will force Canada to curtail production of paper and 
wood pulp by more than 2,000,000 tons. Of this nearly 1,700,000 tons would 
be newsprint for the United States. 


And further: 

Excessive exports of sulfur are the cause of the domestic and Canadian 
rationing. 

I will not make any further references to it, for I think that that 
is sufficient to indicate the very great concern that our newspapers 
have with respect to this subject, and which gave rise to the action 
by the Congress in setting up this subcommittee. 

Mr. Becxwortu. I might say that there have been other editorials 
in other papers that are of a similar nature. 

Mr. Worverton. I mention this because I think it is characteristic 
of the newspaper industry’s feeling. 

Mr. Beckworrn. Without objection, that article will be made a part 
of the record. 


(The editorial quoted from above is the same as the editorial from 
the Chicago Daily Tribune, which appears on p. 466.) 

Mr. Beckworrnu. The subcommittee adjourns, subject to the call of 
the Chair. 

(Whereupon, at 4:05 p. m., the hearing was adjourned, subject to 
the call of the Chair.) 
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TUESDAY, OCTOBER 9, 1951 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE OF THE 
ComMIrree ON In'rerstaTre AND FoREIGN COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to call, at 3 p. m., in room 
1334, New House Office Building, Hon. James I. Dolliver presiding. 

Mr. Dotxtver. We will come to order, please. 

The chairman of this subcommittee, Mr. Beckworth, has been un- 
avoidably detained and we will proceed with the hearing. 

Mr. Gordon L. McDonough has introduced H. R. 5451, which isa bill 
directing the Secretary of Commerce to provide for larger allocations 
of sulfur to increase production of newsprint. 

(H. R. 5451 is as follows:) 


{H. R. 5451, 82d Cong., 1st sess.] 


A BILL Directing the Secretary of Commerce to provide for larger allocations of sulfur 
to increase production of newsprint 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of Commerce sha!l direct 
that NPA Order M—69, which took effect on June 1, 1951, be amended by adding 
at the end of section 7 the following new paragraphs: 

“(c) The delivery to any one newsprint manufacturer during any calendar 
quarter of no more than 150 percent of the quantity of sulfur by weight used 

y that manufacturer in the corresponding calendar quarter in 1950. 

“(d) The use of sulfur by any newsprint manufacturer for the production 
of newsprint during any calendar year in a quantity by weight not in excess 
of 150 percent of his use for such purpose during the calendar year 1950.” 

Sec. 2. Until amended as required by the first section of this Act, NPA Order 
M69 shall have no further effect. After it has been so amended, the order may 

e amended as if this Act had not been enacted, but, except as provided in sec- 
tion 3 of this Act, no allocation controls imposed under any Act of Congress on the 
delivery or use of sulfur shall apply to any delivery or use referred to in the first 
section of this Act. 

Sec. 3. If the President finds that any newsprint manufacturer has, after 
the date of enactment of this Act, sold (or transferred in any other manner) 
to any other person any sulfur delivered to the manufacturer by a supplier subject 
to any order allocating sulfur under any Act of Congress, the President shall 
take appropriate action to insure that no sulfur under allocation control under 
that Act shall thereafter be delivered to the manufacturer involved. The Presi- 
dent may delegate any of his functions under this section to any officer or agency 
of the Government, and he may authorize such redelegations by that officer or 
agency as the President may deem appropriate. 


Mr. Dotiiver. Mr. McDonough, we will be glad to hear from you 


now in support of your bill. 
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STATEMENT OF HON. GORDON L. McDONOUGH, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. McDonovenu. Mr. Chairman, I want to thank you for this 
opportunity to appear before your committee in connection with your 
study of newsprint production. 

I have introduced H. R, 5451 directing the Secretary of Commerce 
to provide for a larger allocation of sulfur to increase production of 
newsprint by amending NPA Order M-69 to increase the quota of 
sulfur for newsprint manufacturers to 150 percent of the quantity of 
sulfur by wie used by the manufacturer in the corresponding 
calendar quarter in 1950, 

The administration has committed the United States to a sulfur 
export plan that will seriously curtail the already critical newsprint 
supply and may eventually cause one small newspaper after another 
to go out of business in this country. 

The State Department, through ECA, has set up what is known as 
the International Materials Conference. The conference has set up a 
sulfur committee with representatives from 13 countries to consider 
the problem of how to distribute sulfur, principally produced in the 
United States, to the rest of the world. This international agency 
decided that tf anybody must suffer a lack of sulfur, it must be 
America. As a result, the committee has graciously directed that 
the United States export 960,000 tons of American sulfur in 1951, and 
inasmuch as that decision creates a sulfur shortage that would not 
otherwise exist, the National Production Authority has issued Order 
M-69, which puts sulfur under a rationing system. 

Sulfur, which is vital to the production of newsprint, therefore, 
will be available in smaller quantities for newsprint production, and 
it is estimated that the newsprint supply may be cut as much as 20 
percent as a result. 

With world newsprint already in short supply, the sulfur order, 
which presumably would affect American and Canadian newsprint 
producers equally, could have a disastrous effect on publications in 
the free world at the very instant when other segments of our bureau- 
cratic labyrinth are urging that more newsprint be produced as an 
effective means of counteracting Soviet propaganda. 

In any case, smal] newspapers and publications, which already have 
to scramble the best they can for newsprint because of existing short- 
ages, will find themselves in a serious predicament, and beyond doubt 
many will have to go out of business. 

The National Production Authority has estimated that our 1951-52 
supply of sulfur might be as much as 20 percent short of American 
industrial demands. If a reduction of 20 percent in the supply of 
necessary sulfur is denied to newsprint manufacturers, we will be 
faced with a shortage of at least 1 million tons of newsprint. It 
would seriously affect the economy of the newsprint industry in the 
United States and Canada, and would certainly cause some of our 
American newspaper publishers to close their doors. 

The Congress of the United States has been working through its 
various committees for years in an effort to assist the newsprint 
industry and the newspaper publishing business to find ways and 
means to increase their supply of newsprint. 
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In the last 5 years, both American and Canadian newsprint manu- 
facturers have spent great sums of money to build new plants and 
to modernize existing plants in a program to speed up and increase 
production. 

The 1951-52 production of newsprint is dependent on increasing 
quantities of sulfur. To place a curb on sulfur allocations to Cana- 
dian and American manufacturers is contrary to the best interest 
of our Nation, and will cause hardships to one of Canada’s basic 
industries. 

There is no real shortage of sulfur in the United States. The 
present shortage is an artificial one created by the present 
administration. 

The American production of sulfur is now 214 times that of prewar 
levels and more than enough to meet every American industrial 
demand. 

The State Department, through the Economic Cooperation Ad- 
ministration, has set up what is known as the International Materials 
Conference. The purpose of this conference, according to Mr. 
Theodore L. Sweet, the American representative on the International 
Materials Conference on sulfur is to set up: 

Continuing international machinery through which all of the interested 
governments of the free world can cooperate in the solution of material shortages 
which are world-wide in scope and effect. * * * 

The “sulfur” committee of the International Materials Conference 
is made up of 13 countries, 5 of which are members of the United 
Kingdom. They met early this year and considered the requests of 
all countries for allocations of American sulfur and decided what 
was to be done with our American sulfur production. 

Their figures, which our administration approved, call for the 
exporting of 960,000 tons of American sulfur in 1951. Having 
approved these figures for export, we now find that we cannot meet 
our own industrial demands. Hence, NPA issues order M-69, which 
puts sulfur allocations under a rationing system. This order also 
affects Canadian sulfur requirements for they are not considered 
as exports, nor do they require export licenses. 

Under this order, NPA can and does control the amount of sulfur 
necessary and vital to our defense program, and rightly so. But to 
curtail American and Canadian sulfur requirements used in the manu- 
facture of newsprint is short-sighted and obviously an unnecessary 
order. 

Newsprint has always had to have a relatively small amount of sul- 
fur used in the process of its manufacture. There is no substitute if 
we are to have a high quality product that can meet the standards of 
strength needed for present high speed news presses. The entire pulp 
and paper industry, which once used a much larger proportion of our 
total sulfur production, now uses less than 10 percent. Only 11.2 
pounds of sulfur are used to produce 1 ton of newsprint as against 5614 
pounds for 1 ton of kraft paper. 

Canada, which depends entirely upon the United States for its sup- 
ply of sulfur, imports 252,000 tons and uses 77 percent of its total im- 
ports for paper manufacturing. Canada produces approximately 80 
percent of our newsprint. 

80176—51—pt. 1-32 
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Sulfur is one of the oldest and most widely used elements, and it is 
found in some form in almost every land. The ingenuity and efficiency 
of the American sulfur industry, risking its capital in exploration and 
in new methods of production, has made sulfur available in extremely 
large quantities and at very low costs. The current world shortage of 
sulfur is not due to any failure on the part of the American sulfur in- 
dustry to produce. 

Mr. L. M. Williams, Jr., president of the Freeport Sulfur Industry, 
in a letter dated July 17, 1951, to this committee, wrote : 

United States sulfur production is, in fact, more than enough to meet the full 
needs of American industry. These needs are not being met only because of the 
large exports of sulfur. * * * These exports made at the direction of our 
Government are equivalent to about one-fourth of our production. * * * Our 
allies overseas have access to reserves of sulfur sufficiently large to supply all 
their needs. Production from these sources not only has failed to keep pace with 
the requirements of these countries, but has not returned even to prewar levels, 
If the deficit is to be placed at any door, it should be theirs and not ours. 

When our State Department through ECA agreed to let the Inter- 
national Conference allocate 960,000 tons of American sulfur for the 
export to foreign countries, we, in effect, guaranteed to the world a 
cheap and bountiful supply of sulfur at the expense of our own econ- 
omy and industry. 

Ironically, we also loan or give outright to many of the countries the 
money to buy our sulfur. 

As far as I am able to determine, there is no other country which 
rations or controls its sulfur once it has received the sulfur from us. 
There are no American controls as to the ultimate use of exported sul- 
fur. A foreign purchaser could buy sulfur for $26 a ton—American 
export price—and resell it in foreign markets for $60 a ton—Ltalian 
export price. Wecould not stop him. 

hese allocations of sulfur to foreign countries at the low American 
prices will only perpetuate world shortages, for as long as the rest 
of the world is guaranteed a cheap supply of sulfur by IMC from 
the United States supply, they will not reopen their own sulfur plants, 

We have no stockpile of sulfur in the United States, nor is there a 
program of stockpiling contemplated. We have only 10 to 20 years 
of present production left in our known American sulfur deposits. 

When I first began my investigation into sulfur shortages in the 
newsprint industry and traced the shortages to the International Ma- 
terials Conference, I found some rather interesting facts that affect 
many basic materials. The International Materials Conference now 
has 7 committees whose recommendations control the following 
13 important products and materials: Copper, zinc, lead, sulfur, cot- 
ton, tungsten, molybdenum, manganese, nickel, cobalt, wool, and pa- 
per and pulp. 

It is significant to note that the United States is the largest or sec- 
ond largest producer of these materials under international control, 
and in every case the United States is the largest consumer. 

But it becomes even more interesting to note the vital commodities 
that are not controlled by this so-called international machinery to 
solve world shortages. 

There is no international machinery set up to control the British 
monopoly of commercial diamonds, nor the South American monop- 


oly of tin. 
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Nor is there any attempt by the International Materials Confer- 
ence to touch the British-Malayan crude rubber monopoly which has 
been gouging United States tire manufacturers for years. 

Nor has there been a committee set up for oil and petroleum. With 
the British and Dutch having a combined output greater than the 
United States, the British have felt that there was no need for such 
international machinery. 

But now that the British have lost their oil holdings in Iran, our 
State Department will shortly announce that the United States will 
soon place her petroleum production into the hands of another for- 
eign committee. 

We are, in effect, through the International Materials Conference, 
placing the economy of the United States into the hands of a semi- 
world government, giving away control of basic materials vital to 
our American free-enterprise system. 

To the anticipated charge that HR 5451 will single out the news- 
print industry and give it special consideration denied to other in- 
dustries, I need only point out that all our vital defense industries 
demand for sulfur under order M-69 are and will be taken care of. 
This bill takes the newsprint industry out of the nonessential class 
into which order M-69 has placed it. It takes it out of the class of 
such nondefense industries as detergents, insecticides, fertilizers, 
rayons, paints, and a multitude of nonessential products which use 
sulfur in their manufacture. 

This bill will place the American and Canadian newsprint industry 
needs on a par with foreign newsprint manufacturers in Norway, 
Sweden, and Finland. It places our American and Canadian manu- 
facturers of newsprint on the same footing as the foreign manufactur- 
ers now using our sulfur in the manufacture of nonessential products. 

My investigation into newsprint shortages has led me to believe that 
the present administration has gone out of its way to discriminate 
against our newsprint industry. 

Scandinavians have been gouging American newspaper publishers 
with prices running 200 to 300 percent above the United States and 
Canadian newsprint prices. OPS has placed a price ceiling on news- 
print at $116 per ton, yet they allow the Scandinavians to charge black- 
market prices of $200 to $350 per ton. 

The International Materials Conference committee on paper and 
pulp has now decided that American newsprint manufacturers must 
export part of their production, thus increasing our newsprint short- 
age. The NPA under order M—45 has ruled that all United States 
paper manufacturers must set aside 3 percent of their pulp production 
for market sales of pulp, once more increasing our United States paper 
shortage. 

H. R. 5451 is not intended to be a cure-all for the newsprint industry. 

This bill will enable the newsprint industry to have access to the 
essential raw material of sulfur to meet production demands. 

This need is so essential that it justifies special action on the part of 
this committee. 

Newsprint is too important to the welfare and preservation of our 
American tradition of free speech and freedom of the press to allow 
its production to be in any way hampered by restrictive, unjustified, 
and unnecessary bureaucratic controls. 
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I sincerely urge that this committee will give favorable considera- 
tion to H. R. 5451, as I believe passage of this bill would go far toward 
increasing the supply of newsprint in the United States. 

That is the end of my prepared statement, Mr. Chairman, and 
I would like the privilege of inserting with my remarks several news- 


paper stories that are germane to what I have just stated. 
Mr. Beckwortu. Without objection, that will be done. 
(The material referred to follows:) 


NEWSPRINT DvE To BE SCARCE ror LONG TIME 


NEw YORK, October 4.—Tight newsprint supplies appear to be the lot of. United 
States publishers for some time to come. 

The American Newspaper Publishers Association today estimated that in 1960 
United States newspaper publishers would need 7,000,000 tons of newsprint. 

This figure compared with consumption of 5,937,000 tons in 1950 and an esti- 
mated consumption of 5,925,000 tons this year. 

Cranston Williams, general manager of ANPA, made the announcements at 
the close of a 2-day session of ANPA directors and Canadian newsprint manu- 
facturers. 

Williams said the big problem facing United States publishers now and in 
1952 was the pressure to give up newsprint to countries abroad as a part of a 
world defense program for freedom. 

The Canadian newsprint manufacturers—United States publishers get SO per- 
cent of their needs from the Dominion—said they were currently operating at 
103 percent of rated capacity (the maximum production of past years) to meet 
the demand. 

The need for sulfur is a definite problem for the Canadian manufacturers. 
Lack of 1 ton of sulfur, the newsprint manufacturers said, means a loss of 
44 to 45 tons of newsprint. 


EMERGENCY QUOTAS OF NEWSPRINT URGED FoR 10 COUNTRIES 


WasHIncton.—Emergency allocations of 15,800 metric tons of newsprint have 
been recommended for 10 countries ‘“‘in special need.” 

The allocations were announced by the 28-nation international raw materials 
conference which has been examining the Western World's newprint outlook. 

The biggest amount—5,000 metric tons—will go to Western Germany. France 
and Yugoslavia were given the next highest allocations of 2,000 tons each. 

Other newsprint allocations were assigned as follows: Indonesia, 1,500 tons: 
Brazil, 1,200; Uruguay, 1,200; Spain, 1,000; Chile, 1,000; the Dominican Republic, 
500; and Nicaragua, 400. 

The allocations marked the third time the raw materials conference has taken 
emergency action to provide newsprint to countries urgently needing it for their 
publications. A total of 27,500 metric tons was divided previously among the 
seven areas. 

As in the past, American and Canadian publishers will give up some of their 
scheduled supplies in order to make the allocations possible. 

The announcement said the newsprint “will be diverted from contracts between 
Canadian and United States producers and Canadian and United States 
publishers.” 

If and when a long-range newsprint allocation plan is decided upon by the con- 
ference, the emergency allocations will be deducted from future quotas. 

A committee made up of 14 key governments had been looking into the news- 
print picture for the past four months. Members are Australia, Austria, Belgium, 
Brazil, Canada, France, Western Germany, Italy, Japan, the Netherlands, Nor- 
way, Sweden, the United Kingdom and the United States. 


Mr. McDonoven. I do not doubt that the committee is familiar with 
the current press stories of the allocations of newsprint by the Inter- 
national Materials Conference to foreign countries. It is familiar 
with the problems that we are facing in the cutting off of the various 
issues of newspapers in my city, Los Angeles. 
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Most of the major dailies in my city have increased their price per 
copy from 5 to 7 cents, and now to 10 cents a copy. 

I think we are in a very serious situation here insofar as newsprint 
is concerned. I think we ought to do everything possible to overcome 
anything that is as essential as sulfur to the production of newsprint. 

For that reason, I have introduced this bill to increase the amount 
from 100 to 150 percent of the calendar quarter of the previous year 
for both Canadian and American newsprint manufacturers. 

In that connection, I would like to state that there are seasonal 
demands in the newsprint manufacturing, whereby in one month they 
would use more than in another. I have written this bill so that there 
is no excessive amount in any 1 month. They can order 150 percent 
of the previous calendar quarter whether they need it for that par- 
ticular quarter, or not, and stockpile it so that when their seasonal 
demand comes along, they will have it on hand. 

The bill further provides that, if anyone exercising the rights that 
this bill provides does order 150 percent of his sulfur supply over the 
previous quarter and attempts to sell it or black-market it, he is severe- 
ly penalized. It must be used for the newsprint production and for 
no other purpose. 

That completes my statement, unless the committee has some ques- 
tions. 

Mr. Becxwortu. Do you have any questions, Mr. Dolliver ? 

Mr. Dotttver. Yes. 

From what you have said, Representative McDonough, I take it 
that your motivation behind the introduction of this bill was the se- 
rious shortage of newsprint and nothing else. 

Mr. McDonoven. Yea, definitely. 

Mr. Dotuiver. That is to say, there are no sulfur producers in Cal- 
ifornia, in your area: are there / 

Mr. McDonoveu. No. I do not know of any sulfur produced in 
California at all, unless it may be extracted from petroleum products, 
which is of a very minor nature. 

Mr. Dotiiver. And there is no newsprint production in California ; 
is there? 

Mr. McDonoven. No; there is no newsprint production that I 
know of. 

This initiated strictly with my own desire to see that something 
be done. 

Mr. Dotuiver. Of course, this committee has been aware for a good 
many months that there is an extremely critical situation with news- 
print and with sulfur as well. 

Your testimony alluded to the fact that there had been directives by 
the International Materials Conference for the export of newsprint 
and sulfur also. 

Your bill does not undertake to deal with the newsprint situation 
except through the allocation of sulfur; is that correct ¢ 

Mr. McDonovucn. That is right. It has no reference to the allo- 
cation of paper and pulp by the International Materials Conference. 

Mr. Dotiiver. As I gathered from your testimony, your proposal 
for this 150-percent allocation is not only to newsprint manufactur- 
ers in the United States, but also in Canada. 

Mr. McDonoven. That is correct. 
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Mr. Doxuiver. Because, as you suggested, a large proportion of 
our newsprint does come from Canadian mills; is that correct? 

Mr. McDonoveu. That is right; and there is no export license neces- 
sary in the exchange of sulfur between Canada and the United States. 

Mr. Douurver. And there is no import duty on newsprint from 
Canada; is there? 

Mr. McDonovuceu. Not to my knowledge. 

Mr. Dotuiver. I think that isall, Mr. Chairman. Thank you. 

Mr. Beckworru. Mr. Denny. 

Mr. Denny. Mr. McDonough, this committee is very much inter 
ested in encouraging the manufacture of newsprint in this country, 
because I think everybody on the committee believes that it is not » 
very good situation to have Canada supply us with approximately) 
80 percent of our newsprint, as you have stated. 

There are so many States in this country that can produce news 
print and that have the facilities, not only timber but other facilities. 
such as water, power, and that is cheap water power. 

It has always been a very strange thing to me that California has not 
produced any newsprint. 

Do you know if there are any plants of that kind to produce news- 
print ? 

Mr. McDonoven. Not from wood pulp, that I know of. I have 
heard of attempts to de-ink already printed paper and produce then 
a pulp that could be reworked as newsprint, but it has never gotten 
to the point of even a pilot plant, that if know of, in California. 

It seems to me I recall some reference to a pilot plant in Gary, Ind.. 
along those lines. I have before me an article by the Associated 
Press, out of Hot Springs, Ark., in which there was considerable 
encouragement given to the Newspaper Publishers Association con- 
vention by Walter C. Johnson, secretary-manager of the organization. 
stating that the de-inked newsprint made in Savannah, Ga., was used 
with excellent results on presses at Fort Worth and Beaumont, Tex. 

Of course, that is a synthetic production as compared to production 
of newsprint from wood pulp. Our lumber has been ash so exten 
sively for building, and I do not know of any attempts being made to 
convert it into paper pulp. The main source is Canadian. 

Mr. Beckwortn. Mr. McDonough, I am sorry I did not get to hear 
the first part of your statement. There was a meeting which I was 
compelled to attend at the request of the chairman of the full com- 
mittee. But I do want to take this opportunity to commend you on 
the work you have done in regard to this very important question, and 
to say that I feel you are doing a constructive ‘ob in calling attention 
to the shortages that are obtaining in the parts of the country with 
which you are familiar. 

Mr. Beckwortn. If you have not read the report by the committee, 
issued quite recently, you would be interested to know that one of the 
things we emphasized in that report is the essentiality of the news- 
print along with other items that are essential to the economy of our 
country. 

I think you are precisely right when you say that it is among one of 
the most essential things that we have. Without the proper amount 
of information being disseminated to the people of this country on 
the many vital issues that confront the country at this time, we would 
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be at a great handicap in carrying on all the efforts that we are trying 
to carry on. 

This committee took cognizance of that and did emphasize its belief 
that newsprint should be placed in a very important and very essential 
category. 

I can assure you that the committee will consider carefully what you 
have said. We are very delighted that you have come before us to 
present your statement. . 

Mr. McDonover. Thank you very much, Mr. Chairman. 

The thing that is rather startling, in view of the shortage of news- 
print in this country and the shortage of sulfur as a result of M-69, is 
the order to export, by the International Materials Conference, 15,800 
metric tons of newsprint to foreign countries—newsprint produced in 
the United States—in order to provide those countries that are now 
short of newsprint sufficient newsprint to provide a wider view of 
educational matters, the press, and other things. 

Whether we can afford to do that, or not is a question. I do not 
know how extensively your committee has gone into that question, but 
it seems to me that would be a very essential thing to consider in con- 
nection with the shortage of newsprint, how to produce more, to look 
into what we are doing and what we are producing, and whether 
we can afford to export to these countries this large amount. 

Mr. Beckworrn. The committee has been delving into that, and I 
assure you we will continue to look further into what is being done and 
the effect it will have on our own capacity to print in this country. 

Mr. McDonoven, Thank you very much, Mr. Chairman, if that 
is all. 

Mr. Becxworrn. Thank you very much, Mr. McDonough. 

The next witness we have is Mr. Byron D. Woodside, Director of the 
Defense Expansion Division, Defense Production Administration. 
You may proceed, Mr. Woodside. 


STATEMENT OF BYRON D. WOODSIDE, DIRECTOR, DEFENSE EX- 
PANSION DIVISION, DEFENSE PRODUCTION ADMINISTRATION, 
WASHINGTON, D. C. 


Mr. Beckworru. Mr. Woodside, do you have any general statement 
you would like to make with reference to the Defense Expansion 
Division ? 

It is possible that such a statement might answer some of the ques- 
tions that the committee might have. 

Mr. Woopstpe. I have no prepared statement, Mr. Chairman. 

Mr. Beckworrn. Could you give us a sort of over-all report briefly 
of the work that has been done or is in the process of being done ? 

Mr. Woopsipe. With respect to newsprint? 

Mr. Beckworru. Yes. 

Mr. Woopsine. I can give you a brief summary of the situation as we 
see it from our position in the defense structure. 

I might say that the Defense Production Administration, of which 
] am a member, is concerned with the over-all guidance and coordina- 
tion and formulation of programs and policies in connection with the 
defense effort for the purpose of securing expansion of production. 
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My own particular shop is concerned with the financial aids that are 
available to assist required expansions through accelerated amortiza- 
tion under section 124 (a) of the Revenue Code and the certification 
of the essentiality of loans under section 302 of the Defense Production 
Act and certification of procurement programs under section 303 of 
the Defense Production Act. 

So far in the course of the loan work, there has been no application, 
to my knowledge, filed with respect to newsprint. 

So far as applic ations for accelerated amortization are concerned, 
the latest check that we were able to make disclosed that five com- 
panies had applied for expansion of newsprint facilities. None of 
those proposed projects had begun, and so far we have received recom- 
mendations from the National Production Authority upon only one 
of those. That one was denied by our office on the 1st of August. 

The company was so notified and, to my knowledge, there has been 
no request for any review of that action by the company. 

The National Production Authority and the Defense Production 
Authority have been asked by Mr. Fleischmann, who is the Adminis- 
trator of both agencies, to firm up their views and come up with a firm 
program on newsprint. 

I might add that that request applies also to the pulp and paper 
industry generally. 

The studies being made pursuant to that request are now in progress. 
T do not know what the conclusions may be that will be reached by the 
two agencies. Somewhere along the line in the next few weeks, I will 
expect that the NPA people and the DPA people would probably get 
together on this question of firming up a position as to the existence or 
nonexistence of a shortage, the alleviation of which is or is not essen- 
tial in the interest of national defense at this time. 

I just don’t know what the answer to that will be. 

I think that about covers the situation, so far as our particular 
office and agency are concerned. The division with which I am con- 
nected is not concerned with the job of making estimates and fore- 
casts of requirements. We are not a programing agency. 

The Program and Requirements Division of DPA and the Office 
of Staff Services have that responsibility. 

I might add that we are operating under directives and the issuance 
of tax-amortization necessity certificates, which require us to certify 
expansions within established expansion goals that have been deter- 
mined upon as necessary in the interest of national defense. 

We make every effort to comply with those directives. In some 
areas it is fairly easy to do; in other areas it is extremely difficult. 

As you also know, ‘there has been a moratorium on the issuance of 
necessity certificates since about the 18th of August, at Mr. W ilson’s 
request, and in the interim period we have been certifyi ing expansions 
only in a rather limited area: direct military items, certain of the 
metallics, your items like sulfur, aluminum, ‘blast-furnace capacity, 
lake ore carriers, aluminum extrusions, machine tools. 

The remaining cases have been held, so to speak, with nonaction 
indicated until a decision is reached either to extend the moratorium 
or to relax it to permit the continued processing of the cases now on 
hand and those that we expect will continue to be filed at about the 
same rate as our experience indicates you can expect. 
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I think that about covers the situation, as far as we are concerned. 
I would be glad to answer any questions about our procedures, if 


- you like. 


~ Mr. Beckwortn. Do you have any questions, Mr. Dolliver? 

Mr. Douuiver. Yes. 

Mr. Woodside, just to make me acquainted a little more fully with 
you, how long have you been the Director of the Defense Expansion 
Division of the DPA ? 

Mr. Woopsipe. The Defense Expansion Division of DPA is a con- 
tinuation of the Business Expansion Office of the National Security 
Resources Board. That office was activated, you might say, on the 
Ist of December of 1950, following the adoption of the application 
forms and the regulations governing the issuance of necessity certif- 
icates under section 124 (a) of the Revenue Code, that work having 
been done by the Resources Board during the months of October and 
November following the enactment of the amendment which occurred 
on September 23, 1950. 

I joined the Resources Board on the Ist of December, to go with 
this operation. When the Defense Production Administration was 
organized following Mr. Wilson’s appearance on the scene, the func- 
tion and the personnel of the office of the Resources Board moved over 
with the Defense Production Administration, under General Harri- 
son, who was the first Administrator, and we have been there ever 
since. And I have been with the operation since the 1st of December, 
which was about the time the first certificates were issued. 

Mr. Dotiiver. So you are familiar with the entire operation, from 
the inception of the Defense Expansion Division of DPA, are you? 

Mr. Woopstpe. Yes, sir. 

Mr. Dotitiver. What was your work prior to that? 

Mr. Woopsipr. Prior to that I was with the Securities and Exchange 
Commission. I was an Assistant Director of the Corporation Finance 
Division of the SEC and had been for something like 10 years, with 
the exception of about a year and a half, during which I was away on 
leave. 

Prior to that I served in various capacities within the Commission, 
having been with the Commission from its organization in 1934, and 
prior to that with the Federal Trade Commission beginning in 1929, 

Mr. Dotutver So you are a long-time civil-service man, so to speak; 
is that correct ¢ 

Mr. Woopsine. Yes, sir. 

Mr. Dotutver. As I understood you, there were five different re- 
quests for the issuance of tax amortization certificates in connection 
with the production of newsprint in this country. 

Mr. Woopsipe. Yes, sir. 

Mr. Dotirver. Of course, you would have nothing to do with any 
tax amortization concerning Canadian newsprint. 

Mr. Woopsinr. Excuse me just a moment, sir. The location of the 
facilities for one of the applicants has not vet been selected. I presume 
that the site would be selected in this country. But that would not 
necessarily be so, and they might still be eligible for assistance under 
124 (a), even though the plant were located in Canada. 

I think that this company’s plans contemplate location in the south- 
eastern part of the United States, but 1 am not sure about it. 
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Mr. Dotuiver. At any rate, the four that you do know about are all 
located within the continental boundaries of the United States, or 
in Alaska; are they ? é 

Mr. Woopsine. Yes, sir. 

Mr. Dottiver. Of those five, one has been definitely turned down; 
is that right ? | 

Mr. Woopsine. Yes, sir. 

Mr. Dotiiver. That was done about August 1, was it? 

Mr. Woopsie. Yes, sir. 

Mr. Dottiver. Would you care to go into the reasoning behind 
turning that down? 

For example, was it considered that that was not an appropriate 
object or objective of the Defense Production Administration or not 
a proper objective for expansion, or was there something wrong tech- 
nically with the application? Or what was the reason for turning 
that down ? 

Mr. Woopsine. Briefly, the reason was this: Of the five applications 
which had been filed, only one recommendation was received by us on 
newsprint. 

Mr. Dotxiver. Recommendation from whom? 

Mr. Woopsipr. By the National Production Authority, which is 
the delegate agency under the Executive orders and regulations, which 
— the analysis of the cases and recommends to us the action to be 
taken. 

In this instance the Paper and Pulp Division of NPA recom- 
mended that this application be certified, and we took a look at it and 
concluded that we did not think it should be certified, and we denied it. 

; Mr. Dotuiver. That is exactly what I want to know. Why was 
that ? 

Mr. Woopstpr. It was denied because of our feeling that the par- 
ticular expansion in question was, first, being recommended and pro- 
posed in the absence of a firmed-up expansive objective—within which 
we are supposed to operate—and, secondly, even assuming that we 
had had before us such a program that had been accepted, I person- 
ally believe that the application should have been turned down in any 
event because of the nature of the expansion to which the application 
relates. 

This involves the modernization and rehabilitation of a paper mil! 
for the production of newsprint, which would have increased capacity 
14 tonsaday. It was our conclusion that that was not such an expan- 
sion and such an investment for that applicant so as to represent an 
abnormal risk involved that justified tax assistance at this time. 

That, briefly, is the whole thing. 

Mr. Dotuiver. In other words, it was based upon the idea that this 
applicant was not making an appropriate expansion which complied 
with the provisions of the law and the administrative directives ; is 
that it? 

Mr. Woopstnr. Put it this way: The modernization of that mil! 
and the rehabilitation of the mill struck us as probably being far 
from any abnormal or unusual effort or steps being taken by that 
company in contribution to the Nation’s effort in the direction of na- 
tional defense. 

That struck us as being probably the sort of thing that would occur 
in the normal course of events anyway. 
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It raised the question as to whether or not you really were not certi- 
fying what we have considered to be, or what we say involved a re- 
placement factor, upon which we don’t look very favorably as being 
eligible for very much help. 

The connection between the modernization of that mill and our 
defense effort seemed to us to be sufficiently remote that we were going 
to cast any doubts we had against the applicant. If the applicant 
felt badly about it he could ask us to reconsider the thing upon the 
basis of whatever he wanted to supply to us in the way of information 
that would serve to identify it with a well-demonstrated defense need, 
and we would certainly look at it. 

In other words, we took the position that if we are going to make any 
mistake here, we are going to make one that can always be corrected. 
We can always retrieve or deny. 

Once you certify a thing you cannot retrieve, the books are closed. 
You cannot reach back after you have given it to them. 

Mr, Dotuiver. I will admit that 14 tons a day is not a great deal of 
newsprint, but it is a good deal more newsprint than is used during 
the course of a considerable length of time out of my district. 

Let me ask you this further: You say if the man or applicant was 
dissatisfied he could start in all over again and go through the agony 
of another application; is that right? 

Mr. Woopsipe. No. 

Mr. Douurver. Well, he can ask for reconsideration and additional 
time and effort are involved. 

Mr. Woopsipr. No. Under our procedures, if a man feels that he 
has not been given the proper treatment or a proper decision has not 
been reached, and if he feels perhaps we do not have all the facts or 
information that might have led us to favor him in our conclusion, he 
submits it to us and we look at it and try as best we can to give him a 
fair deal on the thing. 

Mr. Dotiiver. Do you know whether this particular applicant 
went through with his modernization in any way ¢ 

Mr. Woopsine. I don’t know. 

Mr. Dotiiver. You do not know anything about that ? 

Mr. Woopsine. No, sir. 

Mr. Dotiiver. You did come to the conclusion, at any rate, in that 
particular instance that that was being no contribution whatever to 
the defense effort; is that correct ? 

Mr. Woopsine. I said it was not sufficient contribution to the de- 
fense effort to justify tax assistance at this time. 

Mr. Dotxiver. It amounts to the same thing. 

Mr. Woopsipe. No, sir; it does not. I beg your pardon. 

Mr. Dotiiver. I frankly fail to see the difference, Mr. Woodside. 
Maybe I am not careful enough in my thinking. 

Do we understand on this committee that is interested in newsprint 
that this denial is a signal that you are going to turn down all appli- 
cations for tax amortization for increasing the supply of newsprint ! 

Mr. Woopsipe. No, sir. And it is not to be construed as any finding 
by the Defense Production Administration as to the essentiality, 
shortage, or degree of essentiality in relation to the defense effort. 

Mr. Dotriver. But the fact is that at the request of the head of the 
whole operation and the agency, all tax amortization certificates have 
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been suspended for the time being. Is that a correct understanding 
of what you said a moment ago? 

Boy oopsiwE. No, sir. I said two things that perhaps were not 
clear. 

First, Mr. Fleischmann, who is the Administrator of both the De- 
fense Production Administration and the National Production 
Authority—and, I think, partly perhaps because of this action that we 
took on this one application—has asked that the NPA and the DPA 
program and requirements people take a look at the newsprint situ- 
ation from the point of view of making a determination of what is 
required in the way of an expansion in the interest of national defense. 

Mr. Doturver. When was that request made? 

Mr. Woopsir. That request was made about 10 days ago. 

Mr. Dotuiver. There was some action you referred to that took 
place about the middle of August. What was that? 

Mr. Woopsive. Yes, sir. 

Mr. Wilson, of the Office of Defense Mobilization, requested Mr. 
Fleischmann to institute a moratorium for at least 60 days on the 
issuance of necessity certificates, for two reasons, stated in his letter 
to Mr. Fleischmann—two principal reasons. 

First, the materials situation is becoming exceedingly critical, and 
he said in his letter to Mr. Fleischmann that it was very doubtful 


whether projects not then planned could proceed in the immediate 
future, because of the materials shortage. 

And it followed, from what he said, that there was not much point 
in issuing tax certificates for projects that really can’t go ahead for 


a while. 
Then, secondly, he suggested that this whole matter of the issuance 


of tax certificates be reviewed from the point of view of tightening 
up standards, perhaps starting a trend toward lower percentages, per- 
haps taking another look at.the criteria. 

In other words, it was partly with reference to the material situa- 
tion, and partly with reference to the administrative situation that 
he felt there should be at least a pause in the issuance of certificates 
except for certain critical categories, which he indicated, 

Mr. Dotiiver. You mentioned those, such as direct military 
materials, 

Mr. Woopsinz. Yes. 

Mr. Dotiiver. Let me ask you about the other four. 

You said only one of these five applications for pulp mills ever 
actually got to the Defense Expansion Division with a request for tax 
amortization certificate, and that was turned down, 

Mr. Woopsipr. Yes. 

Mr. Dotiiver. What happened to these other four? Where did 
they go? 

Mr. Woopstpr. The other four applications are still in the hands 
of the Industry Division, the Paper and Pulp Division of the National 
Production Authority, and to this date we have not received from 
them any report or recommendation on any one of those four cases. 

Mr. Dotitver. Who is it that has to do with the issuance of those 
certificates which bring it to your desk? 

Mr. Woonsipe. It gets to our office as the consequence of a report 
and recommendation being made by the National Production Author- 
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ity to us, either recommending approval or denial of an application, 
and if they have any feelings about the percentage certification they 
give them to us. 

Mr. Dottiver. Do you have anybody with you here today from 
the NPA who has to do with making those recommendations to you, 
or that knows anything about it ¢ 

Mr. Woopstwe. No, sir. 

Mr. Dotiiver. Do you know what the basis of those recommenda- 
tion for newsprint mills is # 

Mr. Woopsipe. Will be ¢ 

Mr. Dotiiver. Yes. 

Mr. Woopsipe. I don’t know what the recommendation will be. 

Mr. Dotiaver. Do you know what the basis of that recommendation 
would be? Would you know what they would base their recommenda- 
tions upon ¢ 

Mr. Woopsipe. If they recommended approval of any project, news- 
print or anything else, it would be upon the basis of a finding, first, 
that you had a commodity essential to the national defense, a shortage 
in that commodity, a need for increased capacity to produce that com- 
modity and having determined shortage and essentiality, it would 
then be eligible for an affirmative recommendation and some sugges- 
tion to us as to what sort of treatment to get percentage wise. 

Mr. Doxiiver. Who is it that does that? Who prepares these pro- 
grams of expansion in a given industry? The NPA Industry Divi- 
sion, the Facilities Bureau, or the DPA? Who is it that prepares 
these programs ¢ 

Mr. Woopsipe. The Paper and Pulp Division is responsible for 
coming up with a proposed program on paper pulp and newsprint. 

Mr. Dotuiver. Would that be Mr. Ticoulat ? 

Mr. Woopsipr. Yes, sir 

That is a proposal by the Industry Division. That has to be ac- 
cepted or rejected or modified by the planning people in NPA and 
also the program and requirements people of DPA. 

In other words, unless the two agencies are in agreement upon an 
expansion goal for a particular commodity, we ordinarily hold off 
certification in that area until we have some assurance that when we 
begin to certify that we will not be exceeding perhaps what is re- 
quired. 

As I mentioned before, the people concerned with the paper, pulp, 
and newsprint problem in both agencies have been asked to try to firm 
up their views on the situation and come up with a recommendation. 

Mr. Dotiiver. When do you expect that recommendation ? 

Mr. Woopsipe. I would expect that ought to be coming along with- 
in the next 2 or 3 weeks. 

Mr. Dotiiver. How long have these five applications been pending, 
do you know ? 

Mr. Woopstne. I don’t have the dates here. The one that was 
turned out is an early one. It is numbered 3415. 

Mr. Dotutver. How long do they have to wait before getting turned 
down ¢ 

Mr. Woopsine. I would say that one was probably filed back in Feb- 
ruary. It was turned down on the Ist of August. 


Mr. Dotutver. I yield to Colonel Denny. 
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Mr. Denny. I would like to ask one question. 

When this application that was turned down originally came to you, 
it came with the recommendation of a shortage and essentiality; is 
that correct ? 

Mr. Woopsipe. It came with a recommendation that that particular 
‘ase be certified. 

Mr. Denny. Is it to be the continued policy of your bureau that, 
when a case is a close case and comes within the recommendation and 
vou believe that if you grant it it cannot be taken back, that you have 
refused to grant it because he has another resort, a further resort to 
get his application through ¢ 

Mr. Woopsipe. Let me put it this way, sir. In the certification of 
these cases, where we are doubtful as to eligibility of the applicant, as a 
general proposition we are inclined to take the view that the doubt 
should be resolved against the applicant. 

Mr. Dotiiver. When the Defense Expansion Division, of which you 
are a part, as I understand it, determines the amount of expansion in 
any given industry, such as the newsprint industry, do you consider 
just the United States, or do you consider all the North Atlantic Treat) 
Organization countries, including Great Britain and/or Canada ¢ 

Mr. Woopsine. I thought I made the statement earlier—and if I 
did not I will make it now—that we do not make those determinations. 

Mr. Dotiiver. I see. You do not make them. 

Mr. Woopsipe. No, sir. 

Mr. Dotutver. But do you know what the policy is of the Defense 
Production Administration in that respect ? 

Mr. Woopsipr. Do you mean the Defense Production Administra 
tion and the various agencies that are interested in these various 
commodities ? 

Mr. Do.iiver. Yes, sir. 

Mr. Woopsine. I confess that Iam not prepared to discuss the poli- 
cies involved in this program, the determination problem, or just 
how the interests of various producing nations are handled. 

I know that, as the previous witness testified, these committees which 
are dealing with certain of the vitally important commodities are 
meeting from time to time and dealing with the question of interna- 
tional allocations. 

But that is outside of my jurisdiction, and I am not prepared to 
talk about it. 

Mr. Dotuiver. That is done on their level, and you have nothing 
to do with it? 

Mr. Woopsipr. That is right. 

Mr. Dotiiver. Do you happen to know, as a matter of information 
for this committee, whether, in considering such determination of the 
amount of expansion, the so-called Hyde Park agreement is taken into 
consideration / 

Mr. Woopsipe. It is my .wnderstanding, again speaking very gen- 
erally, that the agreement or working understanding which was 
reached back in October of last year between the Canadian Govern 
ment and ours, which was an extension in effect of the Hyde Park 
agreement of 1941, represents the policy of this Government. 

Now, just how that policy is given effect to in the actual carrying out 
of the mobilization efforts of the two nations or how it is given effect 
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to with reference to particular commodities, I am not prepared to 
say. 

Mr. Beckworru. Will you vield, Mr. Dolliver? 

Mr. Dotiiver. Yes. 

Mr. Beckworrn. I assume that, as Director of the Defense Ex- 
pansion Division, you have approved some projects that have to do 
with expanding defense facilities, have you not / 

Mr. Woopsipe. Yes, sir. 

Mr. Becxworta. In looking back over the record that you reviewed, 
was there any information in the record about the supply of the 
viven commodity in other countries ¢ 

Mr. Woopsine. You are talking generally now ¢ 

Mr. Beckworrn. Not generally; with reference to projects you 
approved. 

Mr. Woopsine. I think that if not all, at least two of the aluminum 
expansion programs have involved facilities outside the limits of the 
continental United States. And that fact, of course, was apparent 
in the record, and it reflected the considered judgment of the recom- 
mending agency and ourselves, with the necessity to reach outside for 
raw materials. 

In the field of petroleum, I know that the Petroleum Administrator 
for Defense has been greatly concerned about the possible impact of 
this Iranian situation upon not only the domestic production of re 
fined products, but also the flow of crude petroleum to this country, 
which perhaps may have to be diverted elsewhere. 

I am sure that in processing some of the pulp and paper cases, that 
we have certified cases where the pulp supply was in Canada. I 
cannot name the case, but Iam confident that if we look through these 
things that we have worked on, that that would be disclosed. Does 
that answer it ¢ 

Mr. Beex worru. To some extent that does answer my inquiry. It 
was simply to determine whether or not, in the cases where you have 
reviewed the facts, you have taken into consideration some of the 
supply situations in foreign areas. 

'r. Woopsipe. It is my recollection that when we discussed the 
sulfur situation back in the summer, there was discussion by the 
chemical people of the possibility that the deposits of sulfur in Mexico 
might become available and alleviate to some extent the sulfur shortage 
here. 

For various reasons, it is my recollection that it was decided that 
the Mexican sources probably do not offer any immediate hope of 
correcting the situation. 

Mr. Dotutver. Does the Defense Production Administration grant 
direct financing, as distinct from tax amortization ¢ 

Mr. Woopsipe. There has been a change in that procedure here 
recently, as the operation first began. 

First, Mr. Symington, the Chairman of the National Security Re- 
sources Board, and later Mr. Harrison, the first Administrator of 
the Defense Production Administration, was designated by the Presi- 
dent as the certifying authority, under sections 302 and 303 of the 
Defense Production Act, and the making of a certificate by either 
of those gentlemen, that action authorized a direct loan to be made 
by the RFC acting as the fiscal agent for the defense structure—a 
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direct loan to the applicant for funds made available by borrowing 
authority authorized by section 304 of the Defense Production Act. 

So that for roughly the first 9 months of this operation we were 
in effect making direct loans to applicants for the purpose of en- 
couraging defense expansion as considered necessary in the interest 
of the national defense. 

Recently, however, it was decided 

Mr. Dotitver. Can you fix a date on that when you say recently / 

Mr. Woopsipe. During the month of September, an Executive order 
was issued which transferred to the RFC the responsibility for all 
financial aspects of the loaning function, and our position in the 
matter of defense loans at this time is to issue a certificate of essenti- 
ality in those instances where, on the basis of the judgment of the 
delegate agency and ourselves, we believe that the project proposed 
by the applicant is necessary to alleviate a shortage which is interfering 
with the defense effort. 

We believe the project to be feasible from the physical aspects of 
the thing, and upon the issuance of a certificate of essentiality by 
ourselves to the RFC, the RFC then proceeds to handle the financial! 
aspects of the proposed loan. 

First, I might say that the RFC, if it can do so, will make the loan 
under its normal lending powers, section 124 (a) of the act. 

If it believes that it cannot do that, then it acts for us, or acts on 
our certificate, if it can, in its judgment, having in mind the best 
interests of the Government, bring to a conclusion a financial deal 
which is satisfactory to the RFC and to the applicant for a loan. 

Mr. Dottiver. Assuming, now, that a newsprint manufacturer was 
found in that category of essentiality and a shortage was found to 
exist, would he be eligible for such an RFC loan then ¢ 

Mr. Woopsipe. From our point of view; yes. Whether or not the 
RFC would, in fact, make a loan would depend upon the RFC’s 
judgment as to the man’s credit, the prospects of repayment, return 
of the Joan, and so on. 

Mr. Beckworrnu. Will the gentleman yield ¢ 

Mr. Dotuiver. Yes. - 

Mr. Beckwortn. However, if I understand what you said correctly, 
you really would not find it within your purview of authority to de- 
termine what kind of risk he was. 

Mr. Woopsiwe. No, sir. 

Mr. Beckworrn. You would only be certifying that the project 
itself is essential, and all of the determination as to the risk, as to the 
good or bad character of of the loan, would be determined by the 
RFC. 

Mr. Woopsipr. That is correct, sir. 

Mr. BeckwortH. And they would have to approve or disapprove the 
loan. That would be within the scope of their own authority, would 
it not? 

Mr. Woopstpe. Yes, sir. 

And if they disapproved the loan and we felt that it was sufficiently 
urgent that notwithstanding the RFC’s fears as to the credit char- 
acteristics of the loan, that nevertheless it was so important to the 
national defense that it should be made anyway, we could then appea! 
the matter, so to speak, to the Office of Defense Mobilization; and if 
Mr. Wilson’s office decided that the loan should be made, then, upon 
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the issuance of a statement by him to that effect, the RFC would pro- 
ceed, notwithstanding its own views of the matter, and make the loan. 

That situation has never arisen. Just what is going to happen 
when it first comes, I don’t know. But that is the procedure that has 
been set up. 

Mr. Dotziver. This discussion that we have had here and this ques- 
tioning has been directly concerning the newsprint industry. 

Do you have anything to do with the sulfur industry, which, of 
course, is a very important adjunct to the newsprint industry and is 
tremendously important, too, in other aspects of the defense effort. 

Mr. Woopsipe. I have had this to do with it: that all projects which 
will produce sulfur or recover sulfur are on our critical list, so to 
speak, and we have been certifying those as rapidly as we can. 

Mr. Douuiver. That is for tax amortization; is that right? 

Mr. Woopsipg. Yes, sir. 

Those generally fall into two categories : Recovery of sulfur from 
petroleum-refining process or from petroleum gases, and sulfur from 
pyrites. 

Mr. Dotuiver. Can you tell us how many of those tax amortiza- 
tions you have granted for sulfur recovery ¢ 

Mr. Woopsipr. I am sorry, sir; I do not have the figure. 

Mr. Dotiiver. Would it be a dozen, or more ¢ 

Mr. Woovsipe. It would be at least a dozen. 

Mr. Beckxworrn. You refer there to sulfur and processes that are 
kindred or of similar nature, such as, say, the sulfur from petroleum 
activities; is that right ¢ 

Mr. Woopsipe. I don’t think there has been any project come in, 
to my knowledge, of dealing with elemental sulfur, with the sulfur 
deposits, sulfur in the ground. I don’t believe there has been one in. 

Mr. Douutver. Finally, 1 would like to discover just what the ad- 
vantage is of a tax amortization certificate, we will say, to one of 
these petroleum plants which undertakes to recover sulfur from their 
refining process. Just what is the tax advantage ¢ 

Mr. Woopvstpe. Depending on whom you talk to—— 

Mr. Douiiver. We are talking to you now. 

Mr. Woopsipr. People view the tax amortization device with mixed 
emotions. The theory of it is at a time when prices are high and 
taxes are high and when you are dealing with projects that may or 
may not have a prospective usefulness in the normal course of events, 
aside from the defense effort, there is a tendency on the part of people 
to be reluctant to risk their money in enterprise where, because of 
costs and taxes, the promise of a return is more uncertain than usual. 
Put it that way. 

By means of a necessity certificate, under section 124 (a), a tax 
payer who proceeds with an expansion project which has been de- 
termined to be necessary is afforded some measure of relief from his 
tax bill by means of this deduction for tax purposes in lieu of the 
depreciation deduction which he normally takes, 

Mr. Dotiiver. Let us get a specific example. Suppose an improve- 
ment that I have just suggested would cost $1,000,000, what would 
normally be the amortization period on that ? 

Mr. Woopsinr. As a matter of fact, the sulfur recovery unit to 
which you refer in the petroleum field probably would not be in- 
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stalled at all, because in normal times it is regarded as an uneconomic 
thing. You would get the sulfur cheaper elsewhere. 

Mr. Doxuiver. You would have to have some basis for getting an 
amortization favored, and I am trying to get that basis. 

Mr. Woopsine. The basis for it there is that here there is a means 
of recovering a basic commodity, it is extremely doubtful whether, 
upon a return to normal, those sulfur recovery facilities would be 
used, or could be economically used. 

Also, I understand that they are subject to a pretty high rate of 
destruction and depreciation because of the type of the commodity 
being handled : acids. 

So that you give a man with a certificate some assurance that within 
a short period of time he can recover a substantial portion of his 
investment. 

Mr. Dotiiver. Would that be over a period of 1 year, or 5 years, 
or 

Mr. Woopsipe. Five years. 

Mr. Doxuiver. Is that the usual time that is granted’? Five years? 

Mr. Woopsipe. Yes, sir; right along. 

Mr. Dorurver. That is all, Mr. Chairman, thank you. 

Mr. Beckworru. Mr. Denny, do you have any questions ? 

Mr. Denny. No questions. 

Mr. Beckworrn. Thus far, Mr. Woodside, if I understand your 
position, it is this: You have not been consulted on the other four 
projects that have come to you, in any manner, have you? 

Mr. Woopsipr. That is correct. 

Mr. Becxworrnu. Other than the fact that you probably know their 
names, you do not know a thing about them; is that correct ¢ 

Mr. Woopsipe. That is right. 

Mr. Becxwortrnu. Suppose the National Production Administration 
should say to you that it regards each of those projects that it is now 
considering, four of them, necessary to the defense of the Nation, 
would your organization question them on that, or not ? 

Mr. Woopsmr. It would work in this fashion: If the NPA recon- 
mended the four cases as necessary in the interests of national defense 
and the program and requirements people of DPA concurred with 
that, or, at least, did not disagree with it, they would then become 
eligible for certification under 124 (a) and probably would be proc 
essed on some basis which seemed to us to be a fair figure for facilities 
of that character. 

Mr. Beckwortu. I am not sure I understand you. 

Suppose they make a flat-footed statement that these are essential! 
to defense ; do you have the power to veto that ¢ 

Mr. Woopsipr. Yes, sir. 

Mr. Beckwortn. And I assume probably in the past your organiza 
tion had the veto in a good many projects of that kind, not necessarily 
paper and pulp. 

Mr. Woopsine. Yes, sir. 

Mr. Becxworrnu. That is really what I was trying to get at. 

Mr. Woopstpr. We are not bound to follow the recommendation of 
any delegate agency, and I don’t believe there has been any delegate 
agency where at one time or another we have not turned down a rec 
ommendation for one sort of thing or another. 
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Mr. Beckwortnu. Then you would not necessarily be bound by what 
the Forest Service might say about a given. project; all you would 
have to do would be to take it into consideration where you would 
not be bound one way or the other; is that correct ¢ 

Mr. Woopsine. If the Forest Service raised any material question 
about the adequacy of the supplies of raw material for a particular 
project, that would be enough right there to hold that thing in sus- 
pension until the matter could be resolved. 

Mr. Becxworru. To get back to my original question, then, you 
would not feel bound either way by their representation; it would 
simply be a factor of consideration ¢ 

Mr. Woopsinr. Yes, sir. 

Mr. Becexworrn. That, too, would be true of any representation 
they might make with regard to say, Alaska, would it ¢ 

Mr. Woopstpr. Yes, sir. 

Mr. Beckworrn. Insofar as you know, has any consideration been 
given in the form of discussion even to the possibility of developing 
pulp production in Alaska ¢ 

Mr. Woopsipe. It is my recollection that we have already certified 
a project in Alaska for pulp production. 

Mr. Beckwortu. You had something to do with that, did you not ? 

Mr. Woopsipr. Yes, sir. 

Mr. Douutver. Is that tax amortization ¢ 

Mr. Woopsipr. Yes, sir. 

Mr. Beckworrn. That is what I had in mind along the lines of 
some of your previous statements. 

And there is nothing to prevent you, if the need for the wood exists, 
from considering other kinds of projects where wood might be needed ; 
is that correct ? 

Mr. Woopsipr. Right. 

Mr. Becexwortrnu. And, as you pointed out, the RFC, if it was dis- 
posed to lend money to, say, a newsprint project in Alaska, the RFC 
could still do it under the new procedure that you have described here ; 
is that correct / 

Mr. Woopstpr. Yes, sir. 

Mr. Beckworrn. That is an interesting innovation. 

Who in the Defense Production Administration builds up these 
programs? Could you give us the names? 

Mr. Woopsipr. Mr. Trigg is the Deputy Administrator; Ralph 
Trigg is the Deputy Administrator of DPA for program and require- 
ments, and Nathaniel Knowles is the Deputy Administrator for Staff 
Services. 

As it works out, Staff Services does have a programing responsi- 
bility for those items which are of stockpile interest. 

Aside from that, Trigg’s office is primarily responsible for the 
matter of the DPA position on program and requirements. 

Mr. Becxworti. This is not clear to me. 

Suppose a paper mill wanted to make an expansion in Alaska and 
it should be determined that it is very, very necessary that we have 
more newsprint and various types of paper: to what extent could 
DPA help on that kind of proposition, if at all? 

Mr. Woopsipr. Well, tax assistance could be given through the 
liecessity certificate. 
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So far as the law is concerned, I think that they would be eligible 
for loan assistance, although I personally believe that, in view of the 
limited funds available under 304, that the loans made under that 
section should be pretty well limited to those projects which have a 
pretty direct military interest. 

That is just my own personal conviction, and that is what we have 
done so far. 

But so far as the procedure and the statute is concerned, you might 
say ay project might be eligible for a loan. 

Then I suppose this is perhaps rather farfetched, but conceivably 
the Government might say, “Well, we will enter into a procurement 
contract.” 

Mr. Beckworrn. | have one other question on which to clear my 
own mind, 

The moratoriums that you mentioned do not apply to the four 
projects, do they ? 

Mr. Woopsipr. The four newsprint cases / 

Mr. Beckworru. Yes. 

Mr. Woopsipr, Yes, sir. 

Mr. Beckwortit. Do they ? 

Mr. Woopsipe. Yes, sir. 

Mr. Beckworrn. I am talking about the four projects that are 
already before the NPA. 

Mr. Woopsipe. Yes, sir. 

Mr. Beckworru. They could not go ahead now ¢ 

Mr. Weopsipr. As I read that moratorium, I would say that news- 
print was one of those things to which it would apply. 

Mr. Beckworru. What would it take to get the moratorium 
changed in the case of newsprint? Whose decision would it be? 

Mr. Woopsipr. Well, Mr. Fleischmann could move them. 

Mr. Beckworrn. He could accept them, if he wishes to / 

Mr. Woopsipr. Sure. 

Mr. Beckworrn. Colonel Denny, did you have any more questions 
to ask? 

Mr. Denny. No. 

Mr. Beckworrn. We do appreciate the testimony you have given 
us and the time you have given us, Mr. Woodside. 

The chairman wishes to apologize again for being late, but he was 
detained by another meeting. 

I wish to recognize, as one who is in the audience with us at the 
request of our very fine friend from Alaska, Bob Bartlett, Mr. George 
Sundborg, who is the general manager of the Alaska Development 
Board, who happens to be here in Washington at this time. 

I might say we have been favored with the testimony of Mr. Bartlett 
a number of times, and we welcome you to our presence, Mr, Sundborg. 
We are glad to have you with us any time you can be with us. 

If at any time you want to make any observations, you are cer- 
tainly welcome and feel privileged to do so. 

Do you have a statement ? 
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STATEMENT OF GEORGE SUNDBORG, GENERAL MANAGER, 
ALASKA DEVELOPMENT BOARD, JUNEAU, ALASKA 


Mr. Sunppora. Yes, I have a statement. 

Mr. Beckworrn. Without objection, your statement will certainly 
be made a part of the record. 

Mr. Sunppore. Thank you. 

(Statement referred to is as follows: ) 


STATEMENT ON ALASKA’s NEWSPRINT MANUFACTURING POSSIBILITIES BY GEORGE 
SunpsorG, GENERAL MANAGER, ALASKA DEVELOPMENT BOArpb, JUNEAU, ALASKA 


The richly timbered coast of southeast Alaska has long been recognized as 
an area which is capable of producing large quantities of pulp and pulp products 
in perpetuity. Specifically, an opportunity exists at the present time to establish 
one or more large newsprint mills which could produce this product at costs 
which are believed to be competitive with the industry elsewhere and remunera- 
tive at present and prospective newsprint market prices. 


THE AREA INVOLVED 


Southeast Alaska is a long, narrow, island-dotted strip of land about 350 
miles in length and 120 miles wide. It consists of both mainland and some 
1,100 good-sized islands. The whole area is served by protected navigable 
waterways, all of which are ice-free the year round. 

Virtually all of southeast Alaska is within the boundaries of the Tongass 
National Forest, the largest such forest under the American flag. Its total 
area is 16,080,000 acres. The forest is under the supervision of the United 
States Forest Service. 

Good sites for pulp mills exist at Ketchikan, Sitka, Juneau, and Thomas Bay. 
Plans are already underway for the construction of a pulp mill at Ketchikan 
with construction to begin early in 1952. This will not manufacture newsprint, 
however. 

Southeast Alaska enjoys regular steamship service with Puget Sound via the 
Inside Passage. Distances by steamer from the rail heads of Prince Rupert 
and Seattle to the Alaska pulp-mill sites are as follows: 


Distance in nautical miles 
from— 
Prinee Rupert 
Ketchikan : 5 o4 
Sitka BAS 
Juneau 317 


Thomas Bay. ot Pn 253 


THE FOREST RESOURCE 


The forest of southeast Alaska is predominantly a mixed stand of western 
hemlock and Sitka spruce with western red cedar and Alaska cedar associated 
with them in some areas. The volume of commercial timber in the Tongass 
National Forest is estimated as follows: 


; Feet, board 
Specie . ' 
Species measure 


Western hemlock 3 4S, 000, 000, 000 
Sitka spruce 15, 800, 000, 000 
Western red cedar 2. 3.50, 000, 000 
Alaska cedar 2, 3.50, 000, 000 


Total___. : 7%, 500, 000, 000 
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The forest cover extends from tidewater to an altitude of about 2,750 feet 
in the southern portion of the area and 2,000 feet in the northern, At about 
the 1,500-foot level, commercial timber gives way to dwarfed, limby trees Classi- 
fied as noncommercial. Seventy-five percent of the commercial timber is within 
24 miles of tidewater. Only rarely do good stands extend inland more than 
o miles. 

Average volume per acre of commercial timber varies from 15,000 to 20,000 
board feet, but volume of 40,000 board feet per acre are common over extensive 
areas. The majority of merchantable trees are from 2 to 4 feet in diameter, 
from 8) to 140 feet high. In its more advanced stages of overmaturity, the 
forest contains about 75 percent hemlock and 25 percent spruce by volume, 
the spruce consisting of scattered, exceptionally large trees. The overmature 
hemlock is 3 to 4 feet in diameter, the spruce 4 to 6 feet. The hemlock carries 
considerable defect. The younger trees range from 8 inches to 2 feet in diameter, 
and are tall, well-formed, clean-boled, and sound. This combination of over 
mature and young timber constitutes about half the commercial timber of the 
region, which can yield much pulp timber, also much spruce saw timber of large 
size, cedar shingle timber, long hemlock piling, ete. Mature timber includes mixed 
stands which have not yet begun to open up and let in young growth. The trees 
range from 2% feet to 4 feet in diameter, and are good quality. Extensive 
areas of this mature timber are scattered through the forest, and their heavier 
yield per acre and smaller amount of defect than the overmature young timber 
areas give them a high value from a logging cost standpoint. Stands of even 
aged young growth timber also are found throughout the region, 

The predominant western hemlock of Tongass National Forest is an excellent 
wood for a great variety of lumber uses and is superior to eastern hemlock as 
a pulping wood. It is the foundation of the extensive bleached and unbleached 
sulfite pulp industry of Oregon, Washington, and British Columbia. Much of the 
bleached output goes into rayon and cellophane. Sitka spruce supplies most of 
the present Alaskan sawmill requirements. It is manufactured into all the 
usual forms of lumber and into airplane stock. It is a good all-purpose pulping 
wood, comparing favorably with white spruce, the standard pulpwood of eastern 
North America. Western red cedar is used for siding and other high-grade 
lumber, shingles, and poles. It is also usable for sulfate pulp. Alaskan cedar is 
not extensively cut at present, but has a high value for specialized uses. It has 
a fine texture, is easy to work, takes a beautiful satin finish, and is extremely dur- 
able. Its pronounced cedar odor makes it valuable for clothes closets and cedar 
chests. 

LOGGING METHODS 


The climate in southeastern Alaska permits logging operations throughout 
the year, although most of the small logging shows now in operation confine 
their activities to about 10 months. A pulp mill would, of course, operate a! 
year. One great advantage of the climate of this area is that there is no hazard 
of forest fires. Virtually none of the timber resource of the Tongass Nationa 
Forest has been lost through fire. This gives the operator absolute assurance 
that the timber for which he contracts will be available when needed. 

Logging methods required in Alaska are similar to those used in western Wash 
ington and Oregon. Machine logging with donkey engines and wire rope has 
proved most practical in moving logs. Most of the timber can be logged direct!) 
into tidewater for rafting. Flat rafts can be used in the protected waterways 
Davis-type rafts are required in wintertime for tows in the wider, more expose: 
channels. The cost of towing sawlogs has been estimated by the Forest Service 
at 1% cents per 1,000 board feet per mile. Floating logging camps, easily towed 
from one logging site to another, are in general use. Donkey engines and other 
equipment are moved on scows or floats. 

Virtually all timber manufactured in southeastern Alaska today is purchased 
from the national forest. The yearly cut is about 90 million board feet, less than 
one-twelfth the amount that could be cut without endangering a permanen! 
supply. Most goes to lumber, some in the round for fish traps and wharf piline 
Juneau, Sitka, and Ketchikan each has a modern electric-driven sawmill. 


MANAGEMENT POLICY 


The United States Forest Service administers the Tongass National Forest 
under a policy which permits development and maintenance of a permanen! 
pulp- and paper-manufacturing industry based on sustained yield. Productiv: 
forest land will be divided into pulp timber units, each of which will insure a 
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perpetual supply for the permittee. Al! timber must be given at least primary 
manufacture in Alaska and the export of pulp logs, except for experimenta! pur- 
poses, is prohibited. Stumpage alone is offered for sale, the land being retained 
by the United States to produce successive forest crops. 

The terms on which one such pulp timber unit has ben placed under contract 
fo a company which will construct Alaska’s first pulp mill near Ketchikan are 
set forth in full in the attached copy of the sale prospectus. Terms which would 
he offered on other timber units would, it is believed be identical or comparable. 


SITES AVAILABLE 


Sufficient timber and water power to produce 1 million tons of newsprint an- 
nually forever exist in southeast Alaska. Sites for 5 or 6 mills of 500-ton 
daily capacity are available. If larger mills were built, the number of sites 
would, of course, be lessened. It is suggested, for example that a newsprint 
mill with daily capacity of S00 or even 1,000 tons might be built at Juneau. 
Considerations in the designation of sites include level plant-site area on deep 
water, the availability of pure process water, location with respect to timber, 
accessibility to an established community, and location within economic trans- 
mission distance of feasible hydroelectric power sites. 

Junean, Sitka, and Thomas Bay, as has been mentioned, are the most favorable 
sites remaining in the area. 

WATER POWER 


Southeast Alaska has numerous undeveloped hydroelectric power sites. Out- 
standing characteristics of these sites include high-head developments, short 
conduits, small drainage basins with beavy runoff, and good water storage facili- 
ties. Power resources adjacent to each of the main suggested pulp-mill sites 
may be summarized as follows: 

Juneau: The Lake Dorothy power site lies 14 miles southeast of Juneau. The 
lake with an elevation of 2,415 feet drains into Taku Inlet at tidewater. Con- 
struction of a 15-foot dam and an 8,000-foot tunnel would permit the development 
of 140 million kilowatt-hours of firm energy annually. 

Sitka: Blue Lake at the head of Medvetcha River near Sitka could be developed 
as a power site through construction of a concrete dam 160 feet high and with a 
160-foot crest length. Water would be conveyed 6,600 feet to a power plant at 
tidewater where 60 million kilowatt-hours of firm energy could be produced 
annually. 

Thomas Bay: Two sites which could be combined exist within a short distance 
of this proposed development. At Cascade Creek, a concrete dam 150 feet high 
with a 280-foot crest length combined with a draw-down tunnel and a 14,500-foot 
tunnel to tidewater would produce 170 million kilowatt-hours of firm energy 
annually. Scenery Creek could be developed by dam and an 18,000-foot tunnel 
so as to produce 140 million kilowatt-hours of firm energy annually. 

In order to save potential newsprint mill companies the necessity of investing 
in required power facilities, the Bureau of Reclamation has signified its willing- 
ness to seek authorization from Congress to construct power facilities wherever 
in this area a prospective market is assured, and to sell energy under attractive 
rates which will insure repayment of the Federal investment with interest. 


COST OF DEVELOPMENT 


Because of the steady increase of construction and machinery costs which has 
occurred in recent years, the expense of establishing a pulp mill in Alaska or any- 
where else will be substantially greater per unit of capacity than it was at the 
time many of the existing mills in the United States proper were constructed. 
In order to offset this increased cost and to compensate for labor and operating 
costs which will be slightly higher in Alaska than in the Pacific Northwest, the 
timber contract offered by the Forest Service provides for stumpage rates which 
are relatively very low and which will be adjusted so as to permit the delivery 
of pulp logs to the mill in Alaska at a cost lower than that prevailing in the 
Puget Sound area. The investment which would be necessary for a newsprint 
mill producing 500 tons per day is estimated at $30 million at 1951 prices. 


ADVANTAGES OF AN ALASKA OPERATION 


The advantages of locating a newsprint mill in southeast Alaska may be 
summarized as follows: (1) An assured raw material supply; (2) no necessity 
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to purchase or pay taxes on timberland; (3) good plant sites on tidewater and 
accessible to timber, water, and power supplies; and (4) local taxation lower 
than that in any other area offering similar raw materials. 


UNITED STATES DEPARTMENT OF AGRICULTURE 
FOREST SERVICE 
Washington 25, D. C. 


SALE Prospectus—1,500,000,000 Cuspitc Feet KeTcuikan PuLP-TIMBER UNIT Ton- 
GASS NATIONAL Forest ALASKA, JUNE 14, 1948 


I. GENERAL STATEMENT 
Location and accessibility 

The sale units consist of timber tracts on the north end of Prince of Wales 
Island and the west side of Revillagigedo Island within pulp-timber allotments 
E, F, and G in the southerly end of the Tongass National Forest, Alaska. Ketchi- 
kan Alaska, the principal town in this locality, population approximately 6,000, 
is located 95 nautical miles from the tidewater terminus of the Canadian Nationa! 
Railroad of Prince Rupert, British Columbia, and between 600 and 700 nautica! 
miles, via the protected waterway, Inside Passage, from the larger Puget Sound 
ports of continental United States. 

The detailed boundaries of the sale areas, including those tracts to be cut 
during the first 10-year operating period, are shown on maps available for inspec- 
tion at the offices of the regional forester at Juneau, Alaska, and of the Chief, 
Forest Service, Washington, D. C. 

The commercial timber occurs from the shores of navigable tidewater to a 
maximum distance inland of 6 or 7 miles; approximately three-fourths of it is 
located within 24% miles of tidewater. Lands on sheltered bays and with ade- 
quate sources of fresh water for mill processing are available as plant sites in 
the vicinity of Ketchikan. The network of waterways in this region can be 
used for the towage of logs from the logging areas to the mills. The climate 
permits of a practicable 10 months’ logging season and of plant operation and 
ocean shipping throughout the year. 


Description of timber 

A maximum volume of 1,500,000,000 cubic feet of timber is being offered. Ap- 
proximately 75 percent of the stand to be cut is western hemlock, and 25 percent 
Sitka spruce, with small quantities of intermixed Alaska cedar and western 
red cedar. This timber is of average quality for southeast Alaska and the oper- 
able stand per acre is between 20,000 and 25,000 board feet or 3,600 to 4,500 cubic 
feet. Sale areas are located primarily in mature and overmature timber types. 
The forests of commercial value are broken into large blocks by noncommercial 
areas of scrub timber and peat muskegs. No cutting will be required on nonecom- 
mercial areas. The timber offered for sale is well suited for manufacture into 
pulp. Possibly 15 percent of it may be found to be more valuable for manu- 
facture into lumber, plywood, shingles, or piling. 


Water power 

Undeveloped water power sites, suitable as power sources for pulp-mill use are 
available in pulp-timber allotment F. Information on the physical features and 
power capacities of these sites can be obtained from the Federal Power Com- 
mission, Washington, D. C., or the offices of the Forest Service mentioned before 
The successful bidder on the timber must qualify for award of a power develop 
ment license from the Federal Power Commission in amount adequate to meet 
the power requirements of his proposed pulp mill before final award of the 
timber sale contract will be made to him. 


Conditions of sale 

Conditions of sale are stated in full in the attached sample sale agreement 
which is a part of this prospectus. 

The cubic foot is specified as the unit of measurement of most of the material 
cut for pulp as it is more precise as to volume than the board foot or the cord. 
Very little of the pulpwood cut in Alaska will be reduced to cordwood form, 
but will arrive at the mill in flat or Davis-type rafts of long logs. One hundred! 
cubie feet of Alaska hemlock and spruce roughly equals 550 board feet by the 
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Seribmer decimal C log scale rule, or somewhat more volume than an average 
cord of stacked wood. 
Stumpage prices, qualification for bidding, deposit and bond, and auction bidding 
Minimum stumpage prices to be considered in the bidding, qualification for 
bidding, date of the auction, auction bidding procedure, and deposit and boud 
requirements are stated in the attached form of advertisement which is now 
appearing in newspapers and trade publications. Sample form Confirmation of 
Oral Bid, which must be signed immediately by the successful bidder at the close 
of the auction is also attached. (See pts. IIT and IV of this prospectus. ) 


Maps and information 

Timber and water power maps and data may be inspected and further infor- 
mation obtained at the office of the Chief, Forest Service, South Agriculture 
Building, Washington, D. C., or of the regional forester, Juneau, Alaska. Pros- 
pective purchasers desiring to make field examinations of the project will tind 
it more advantageous to contact the regional forester for further information 
and to inspect the data on file in his office. 


II. SAMPLE TIMBER SALE AGREEMENT 


The parties entering into this agreement pursuant to the act of June 4, isv7 
(30 Stat. 35), as amended, and the act of August 8, 1947 (Public 385, SOth Cong., 
Ist Sess.), are acting under the following conditions and considerations: (1) The 
Forest Service, acting in behalf of the United States of America, is deeply inter- 
ested in encouraging and bringing about the industrial development of Alaska ; 
(2) the purchaser proposes to establish a new enterprise for the utilization of 
forest products, including a pulp mill, and the development of water power with 
associated facilities within the boundaries of pulp-timber allotments E, F, and G, 
Tongass National Forest, in southeast Alaska; (3) both parties recognize that 
this pioneering undertaking, involving a substantial long-term investment by 
the purchaser, will be accompanied by unusual risks due to many unknown con- 
ditions that may be encountered at the isolated site and during operations, great 
distance from markets, and present-day costs of establishing the necessary facili- 
ties; (4) the Chief, Forest Service, having due regard for the interests of the 
United States and for the protection of the natural resources of Alaska, wishes 
to facilitate the establishment of such new industry by the purchaser and the 
operation of the industry on a commercially sound and permanently economical 
basis; (5) it is the policy and intention of the Forest Service through sustained 
yield management of the Tongass National Forest, to afford an opportunity to 
purchase supplies of timber for permanent operation of such enterprise as is 
established in accordance with the terms of this agreement for the utilization 
of the timber embraced in this agreement 


Description of timber 


1. The = eth el Ne is . 4 Corporation organized and existing under 
the laws of the State of _-__-_ - ., having an office and principal place 
ta an EP State of _..--- ...-, hereinafier 


called the purchaser, hereby agrees to purchase from an area definitely desig 
nated on the attached maps which are a part of this agreement, within pulp 
timber allotments E, F, and G of the Tongass National Forest, at the rate or 
rates and in strict conformity with all and singular the requirements and con 
ditions hereinafter set forth, all timber marked or designated for cutting by a 
forest officer, merchantable as hereinafter defined for pulpwood, sawlogs, and 
other primary forest products customarily produced in Alaska. 

Timber upon valid claims and all timber to which there exists valid claim 
under contract with the Forest Service is exempted from this sale. The esti- 
mated amount to be cut under the methods of marking described in section 4 
is 1,500,000,000 cubic feet of western hemlock, Sitka spruce, western red cedar, 
Alaska. cedar, and other species of timber, more or less. 

1. (a) Additional areas.—In event the quantity of timber available for cutting 
Within the above-described area is insufficient for full-scale operation until June 
30, 2002, of the purchaser's pulp plants hereinafter mentioned at the capacities 
contemplated in section 1 (h) of this agreement, the regional forester shall desig- 
tute additional cutting areas within pulp timber allotments E, F, and G to meet 
such needs of such plants for the period ending June 30, 2002: Provided, That 
the regional forester is not obligated to make available for cutting more than 
the 1,500,000,000 cubic feet of material covered by this agreement: And pro- 
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vided further, That the regional forester may sell timber from time to tin 
in such amounts from those portions of pulp timber allotments ¥K, ¥, and G noi 
included in the areas hereinabove described which in his judgment are not 
needed to meet the terms of this agreement: And provided further, That inability 
of the United States to fulfill the obligations set out in this paragraph becaus: 
of loss of timber within any portion of pulp timber allotments EF, F, and G by 
fire, windthrow, insect, or disease epidemics shall not entitle the purchaser 
to the right to cut timber in any areas outside of allotments FE, F, and G, or to 
any other compensation, 

(b) 5-year operating periods.—After an initial operating period ending June 
30, 1962, operations under this agreement shall be divided into operating periods 
of 5 years beginning July 1, 1962, and at 5-year intervals thereafter. For each 
such 5-year operating period, logging units will be selected and logging boundaries 
will be determined, stumpage prices will be redetermined and modification of 
this agreement may be made, all in accordance with the terms and conditions 
hereinafter stated. 

(c) Selection of logging units for 5-year operating periods.—Not less than 1 
year in advance of each of the 5-year operating periods the purchaser sha!! 
select logging units for cutting in the ensuing 5-year period. Timber cover and 
topographic maps of the units selected shall thereupon be submitted to the 
regional forester who may require a substitution for any selected unit if he 
deems such action necessary to prevent loss of rapidly deteriorating timber 
killed or damaged by fire, insects, or windthrow or to protect other important 
national forest interests. The location of the unit boundaries and of the lines 
of any interspersed patches of low-grade or poorly accessible timber, as drawn 
by the purchaser to exclude material he considers economically unoperabie during 
the ensuing 5-year period, shall be subject to review and adjustment by the 
regional forester. Should at any time during the life of this agreement, a fire 
of major proportion, a serious windstorm, extremely damaging insect or diseave 
attacks, or other catastrophe of great moment, befall the timber included in this 
agreement, the regional forester may require substitution of the logging units 
to be cut during the then current 5-year operating period and require the purchaser 
to readjust his current logging activities for the purpose of salvaging such killed 
or injured timber. 

(d) The regional forester will not require cutting of timber stands on any 
logging unit even though previously selected for such pericd nor require modi 
fications of this agreement under the provision of section 2 (e) which will result 
in average delivered costs of logs to the purchaser's pulp mill, as determined 
by the regional forester which would place the purchaser in a disadvantageous 
position with respect to similar enterprises in the Puget Sound region: Provided, 
That for the initial and two subsequent operating periods eading June 30, 1972, 
the weighted average estimated costs of pulp logs delivered at the purchaser's 
pulp plant, including stumpage and payments under section 2 (f), separately 
for each operating period, shall not be higher than a percentage to be determined 
as hereinafter stated of the weighted average delivered costs at manufacturing 
plant of hemlock logs of similar quality purchased by mills of the Puget Sound 
region, which percentage shall be determined by the regional forester as being 
equitable to keep the purchaser's operation in a competitive position with similar 
enterprises located in the Puget Sound region, but said percentage shall not be 
less than 50 nor more than 75: And provided further, That for the initial operating 
period ending June 30, 1962, said percentage is fixed at 60. 

Unless changes are made by mutual consent of the regional forester and the 
purchaser, logging operations during the initial operating period ending June 30), 
1962, shall be conducted on the areas shown on the attached maps and designat 
ed “Logging Units for Operation for the Operating Period ending June 30, 1962.” 
If the purchaser believes that any unit or part thereof laid out for logging during 
the initial operating period ending June 30, 1962, or during any ensuing 5-yea: 
period does not possess the characteristics necessary to fulfill the above-men 
tioned provisions as to log costs, he shall be entitled on request to the Secretary, 
in connection with an appeal under section 25 of this agreement, to have any suc! 
unit or part thereof inspected by a board of three qualified logging operators 0! 
logging engineers, of which one member shall be selected by the purchaser, one 
by the Secretary, and the third by the other two members. The board sha! 
submit to the secretary its recommendations of any substitution in the unit- 
selected for logging or any changes in the location of unit boundaries or of thy 
lines of interspersed patches of unoperable timber which it deems necessary [' 
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pring the log costs in line as closely as possible with the intention expressed in this 
subsection, which recommendation will he considered by the Secretary. 

(e) Timber for local use—The regional forester may grant the use of timber 
from portions of the sale areas to others than the purchaser for local ultimate 
ise in southeast Alaska to the extent of not more than 2 percent of the estimated 
total stand in any logging unit, if in the judement of the regional forester, the 
operations of the purchaser will not be materially interfered with thereby. 

(f) Reservations for scenic purposes and salmon protection.—The regional for- 
ester may reserve from cutting strips and blocks of timber having special scenic 
yalne in connection with water courses, recreation sites and highways, or strips 
or blocks which cannot be logged without causing substantial harm to salmon 
spawning streams or lakes. 

(7) Veneer logs, sawlogs, pulp logs, cordwood, and other primary forest prod- 
ucts shall not be transported for manufacture outside the Territory of Alaska 
without consent of the regional forester, but such consent will not be withheld 
for the export of such products having special value so long as in the opinion 
of the regional forester competitive markets for such special products do not 
exist within Alaska. 

(h) Plant construction.—Within 3 vears following the date of approval of this 
agreement by the regional forester, the purchaser or interests with which he is 
affiliated, shall install at some point within the boundaries of pulp timber allot- 
ments BE, F, and G as shown on attached map, a pulp manufacturing plant with 
a designed capacity of not less than 150 tons per day, which daily capacity shall 
be increased within 5 years following the approval of this agreement to a total 
of at least 300 tons and may be increased to 525 tons within 10 years from 
said date. At the end of 1 year after the approval of this agreement, the pur 
chaser shall make a satisfactory showing to the regional forester that the 
principal items of machinery and equipment for such plant have been placed on 
order with manufacturers. Failure of the purchaser to make the showing or 
to install the initial plant, as provided for above, shall render this agreement 
subject to cancellation in the discretion of the Chief, Forest Service hereinafter 
called the Chief; and failure to increase the daily capacity of the plant to the 
specified higher amounts within the periods prescribed for such increases will 
render this agreement subject to a reduction of the sale area based on a redue- 
tion in volume of timber by such amount as is not needed to meet the needs of 
the actual installed capacity of the purchaser’s pulp plant and other processing 
facilities for the remainder of the period covered by this agreement: Provided, 
however, That if in the judgment of the Chief the failure to moke the showing 
or to complete the initial plant or to enlarge its capacity as mentioned in this 
paragraph has been caused by an act or acts of an agent of the United States 
or by other circumstances beyond the control of the purchaser, and if the pnr- 
chaser has exercised due diligence in trying to meet the conditions specified, the 
Chief shall grant a reasonable extension of time within which to meet ‘nue e 
conditions, but financial inability shall not be considered to be a circumstance 
beyond the control of the purchaser. 


Payments 
(a) Initial rates.—The purchaser hereby agrees to pay to the Treasurer of 
the United States or such other depository or officer as shall hereinafter be 
designated, to be-placed to the credit of the United States for the timber at the 
following rates for stumpage: 
For all timber scaled or measured prior to July 1, 1962, at the following rates: 
Material to be manufactured into pulp: $0.85 per 100 cubic feet for all 
species ; except that spruce logs 26 inches and larger in top diameter which are 
suitable for the production of an estimated 25 percent of No. 2 Clear and Better 
or B and Better Clear shall be scaled and paid for as sawlogs at the rate here- 
inafter given. 
Material to be manufactured for sale or sold by the purchaser in other forms 
than pulp or its products: 
Three dollars per thousand feet log scale for spruce, including higher grade 
spruce logs intended for use in pulp manufacture as hereinbefore provided ; 
One dollar and fifty cents per thousand feet log scale for cedar ; 
Two dollars per thousand feet log scale for hemlock and other species; 
One and one-half cents per linear foot for piling or poles over 95 feet in 
length ; 
One cent per linear foot for piling or poles 95 feet and under in length. 
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Material unmerchantable on account of defects as hereinafter defined may be 
removed without charge in the discretion of the regional forester, Material un- 
merchantable because of size as hereinafter defined, removed at the option of the 
purchaser, shall be paid for at the same rates as merchantable material. 

Adjusted rates.—For all timber scaled or measured during the period begin- 
ning July 1, 1962, and ending June 30, 1967, and for all timber scaled or measured 
within each succeeding 5-year period thereafter, at such rates as shall be desig- 
nated by the Chief in advance of the beginning of each period to apply during 
the period. 

(b) The Chief shall before July 1, 1962, and before July 1 of each fifth year 
thereafter during the time this agreement remains in force, make a reappraisal 
and designate the rates per unit of measures that shall be paid by the purchaser 
for the several classes of material scaled or measured during the 5-year period 
next following each such date. 

The stumpage rates fixed as the result of such reappraisals shall be equitable 
to the purchaser in comparison with the rates on other pulpwood sales on the 
Tongass National Forest and shall be consistent with the provisions of section 
1 (d) of this agreement. 

If the purchaser believes that the stumpage rates designated by the Chief un 
der the provisions of sections 2 (b) and 2 (c) of this agreement do not conform 
with the purposes and intentions of said sections, he shall be entitled on request 
to the Secretary, in connection with an appeal under section 25 of this agreement, 
to have such rates reviewed by a board of three qualified logging operators or 
logging engineers of which one member shall be selected by the purchaser, one 
by the Secretary, and the third by the other two members. The board shall 
submit to the Secretary its recommendation of any changes in the designated 
Stumpage rates which it deems to be necessary to make said rates conform 
With the purposes and intentions of said sections, which recommendations will 
be considered by the Secretary. 

At least 60 days before each date for adjustment of stumpage rates the 
regional forester shall notify the purchaser of the reappraised rates and con- 
tract modifications which he has tentatively decided to recommend to the Chief 
and shall invite the purchaser to make any presentations desired. The recom- 
mendation of the regional forester to the Chief sall be accompanied by the pur- 
chaser’s presentations on any matters on which agreement has not been reached. 

(c) Emergency rceappraisals.—Upou receipt of a written application from the 
purchaser wherein it is shown that because of substantial changes in market or 
other economic conditions since the last reappraisal, current rates are un- 
reasonably high, the Chief of the Forest Service in his discretion may redeter- 
mine and establish the stumpage rates and designate a date when the rates as 
predetermined shall be effective, which date shall be the earliest practicable and 
in any event within 6 menths of the date of application. 

Any stumpage rates redeterinined upon application to the Chief shall be de- 
termined in accordance with the method and under the terms above set forth, 
and shall apply only during the remainder of the 5-year period then current. 

(d) Minimum adjusted rates—In no event, however, shall the stumpage rates 
for products from material the utilization of which is required by this agreement 
as established at the beginning of any 5-year period, or upon application from 
the purchaser, be less than the rates named in the advertisement through which 
the timber covered by this agreement was offered for sale. 

(e) Contract modifications —Subject to the provisions of section 1 (d) of 
this agreement, it is further agreed that at the date for any adjustment of stump- 
age rates the Chief may require such modification in the sections numbered 2 (f), 
4,5, 5 (a), 6. 7, 9, 12, 13, 14, 15, 16, and 17 in this agreement as are necessary, 
in his judgment, to protect the interests of the United States. Such modifications 
shall be limited to requirements that apply or are to be made applicable to the 
then current pulp timber sale contracts in southeastern Alaska. Any additional 
operating costs entailed by such modifications sball be taken into consideration 
as a factor in reappraisals. 

(f) Deposit for stand improvement—In addition to making payments for 
stumpage, as herein provided, the purchaser further promises and agrees to 
deposit in the above-designated depository, such sum or sums as will amount to 
20 cents per thousand feet board measure for scaled logs and 15 cents per 
hundred cubie feet for material so measured for the total cut of saw timber and 
pulpwood respectively, merchantable under this agreement, to be covered into 
the Treasury of the United States, as a special fund for paying the cost of work 
on the national forest land cut over by the purchaser, in order to improve the 


future stand of timber. 
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(g) Payments including deposits for improvement of the future stand of 
timber shall be made as cutting proceeds in advance installments of not less than 
$10,000 and not more than $25,000 each when and as called for by the forest 
officer in charge, credit being giten for the sums, if any, heretofore deposited 
with the said United States depository or oflicer in connection with the sale. 
Period of contract 

(a) The purchaser may begin the cutting and removal of timber after 
the execution and approval of this agreement and shall begin such operations 
not later than the date of completion of the initial installation of the purchaser’s 
pulp manufacturing plant, as specified in section 1 (h) hereof, and unless ex- 
tension of time is granted, all timber which the purchaser is obligated hereunder 
to cut and remove shall be cut and removed and the requirements of this agree- 
ment satisfied on or before June 30, 2002: Provided, That the purchaser's rights 
shall not extend to the timber on any logging unit on which operations have not 
heen started on June 30, 2002. 

(b) Periodic cuts—Unless such amounts are reduced in writing by the re- 
gional forester at least three-fourths of the pulpwood requirements of the pulp 
manufacturing plant and other processing facilities operated in connection with 
this sale shall be cut from the areas covered by this agreement during the period 
prior to July 1, 1962, and during each 5-year period subsequent to that date. 

(¢) Unless such amounts are changed in writing by the regional forester, the 
annual average amount of pulp timber or its equivalent in all forms of material 
to be cut and removed from such areas during the period beginning July 1 of 
the year following completion of the said pulp mill and ending June 30, 1962, 
shall be a minimum of 5,000,000 cubic feet and a maximum of 35,000,000 cubic 
feet and for each successive 5-year operating period thereafter: Provided, That 
said maximum may be reduced by the regional! forester to the volume of timber 
that is necessary to meet the needs of the actual installed capacity of the pur- 
chaser’s integrated plant facilities in case the purchaser fails to install in- 
creased pulp plant facilities within the periods specitied, as mentioned in sectiou 
1 th) of this agreement: Provided further, That if the pulp manufacturing 
plant capacities mentioned in section 1 (h) hereof shall have been installed 
and if in the judgment of the Chief the purchaser shall have exercised due dili- 
sence in his logging operations but, because of some act or acts of an agent of 
the United States or because of other circumstances beyond his control is un- 
able to cut the minimum amount of timber from the sale area or areas required 
hy the terms of this section, the regional forester shall reduce the amount to be 
cut from that specified heretofore in this section to the amount actually cut. 


Marking 

t. Designation of timber.—Timber shall be designated for cutting as follows: 
The exterior boundaries of each natural logging unit to be cut by the pur- 
chaser shall be marked in advance of the start of logging operations on the unit. 
All single seed trees and groups of seed trees selected by the forest officer in 
charge, timber on recreation sites and strips and blocks of timber along thorough- 
fares aid salmon-spawning streams to be held intact, and interspersed patches 
of timber within the logging unit which are classed as unmerchantable or inae- 
cessible shall be plainly marked for reservation from cutting and such marking 
shall be done sufficiently in advance so as not to interfere with or delay cutting 
by the purchaser. Al] other timber within the exterior boundaries of the unit 
merchantable as hereinafter defined shall be considered as designated for cut- 
ting: Provided, That not more than 10 percent of the merchantable volume on 
the area to be cut over may be reserved for seed trees: And provided further, 
That subject to the provisions of section 1 (d) of this agreement, the regional 
forester may designate areas for cutting by tree selection to promote growth, ob- 
tain salvage, or to protect scenic areas where tractor logging is physically and 
economically feasible. 
Verchantability 7 

5. Definition of “merchantable tree.’—Any live tree which, in the judgment of 
the forest officer in charge, contains one or more logs not less than 20 feet 
long, at least 10 inches in diameter inside the bark at the small end aud 
after deductions for visible indications of defect contains a net scale of at least 
50 percent of the gross scale and having a net total merchantable volume of 25 
percent or more of the total volume of the tree, shall be considered merchantable 
under the terms of this agreement and, if designated for cutting, shall be cut and 
the merchantable log or logs removed. 
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(a) Definition of “merchantable log.’—All logs are merchantable under the 
terms of this agreement which are not less than 16 feet long, at least 6 inches 
in diameter inside bark at the small end and after deductions for visible indi 
cations of defect contain a net scale of at least 50 percent of their gross seal: 
but not less than 4 cubic feet or 20 board feet of merchantable material: Pro 
vided, That check and shake shall not be regarded as defects in material to be 
used for pulp: Provided further, That in respect to top logs only, any section s 
feet or longer of a log that does not have at least one quadrant free of knots 
larger than 2 inches in diameter on the surface, shall be culled. 


Sealing 

6. Measurement.—Material shall be so handled by the purchaser that it can 
be scaled or measured economically by the methods in general use by the Forest 
Service in Alaska and the forest officer in charge shall so direct the work of such 
scaling or measuring that it will hinder or delay the operations of the purchaser 
as little as practicable under these methods. ‘Title to all timber included in this 
agreement shall remain in the United States until it has been paid for, felled 
and scaled or measured. Logs to be manufactured into other products than 
pulp, and all higher-grade spruce logs as detined in section 2 (a) which are 
intended for pulp use, shall be scaled by the Scribner Decimal Colog rule at 
the small end on the average diameter inside bark taken to the nearest inch; 
otherwise, logs shall be measured in cubic feet on the basis of the length and 
the average middle diameter, inside the bark taken to the nearest inch. Piling 
and poles shall be measured in linear feet. Sample log scaling for any ¢lass 
or classes of logs may be substituted for the practice of scaling each log if 
and when local sampling methods have been developed that will give results 
satisfactory to the regional forester. 

Any pulpwood cut in the form of cordwood instead of in logs shall be measured 
in cords of 128 cubic feet of stacked wood, and the number of cords converted 
into cubie feet at the ratio of 1 cord equaling 90 cubic feet unless or until as the 
result of actual measurements, the regional forester and the purchaser shall have 
agreed on the use of some other ratio. 

7. Scaling Length.—The maximum scaling length of sawlogs shall be 40 
feet; greater lengths will be scaled as two or more logs. In determining the 
cubic contents of pulpwood logs the maximum length measured as one log shal! 
be 40 feet; longer logs shall be measured as two or more logs. There shall 
be allowed for trimming 4 inches in length for logs 20 feet and under in length 
and 8 inches for logs over 20 feet in length. 


Logging 

8. Plan of Logging Operations.—As far as may be deemed necessary for the 
protection of national forest interests, the plan of logging operations on each 
of the logging units of this sale area or areas shall be approved by the regional! 
forester. When operations are begun on any logging unit, the cutting on that 
unit shall be completed to the satisfaction of the forest officer in charge before 
the logging equipment is removed from the unit, unless a suspension of opera- 
tions on and the temporary removal of logging equipment from the unit are 
authorized in writing: Provided, That such authorization will be granted for 
suitable periods of time on any area and in any season having conditions which 
substantially impede or preclude logging operations or when necessary to per- 
mit the purchaser to obtain a suitable assortment of log sizes for efficient use 
of his plant facilities. After decision in writing by the forest officer in charge 
that the purchaser has complied with the contract requirements as to specified 
units, the purchaser shall not be required to do additional work on such units. 

9. No cutting before payment.—No timber shall be cut until paid for, nor 
removed from place or places agreed upon for scaling until scaled or measured 
by a forest officer. The purchaser shall cut all designated live trees, and shal! 
remove all merchantable material from the sale area. No undesignated live 
trees shall be cut except that trees unmerchantable because of small size which 
occur Within established cutting areas not designated for tree selection may 
be cut and removed at the option of the purchaser. The cutting and removai 
of dead trees shall be optional with the purchaser except as such cutting may 
be required by the forest officer in charge for fire protection. 

10. Logging methods.—The methods of logging used by the purchaser, includ- 
ing high lead and skidder logging, shall be such as will permit of leaving un- 
injured the seed trees and groups of seed trees provided for in section 4 of this 
ugreement. No unnecessary damage shall be done to. young growth or to trees 
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left standing. Undesignated trees which are badly damaged in logging shall 
be cut if required by the forest officer in charge. 

11. Penalty for carelessness and waste-——On those portions of the sale area 
on which felling has been or is being done, marked or designated trees left 
uncut, and unmarked or undesignated trees which contain merchantable ma- 
terial and which are cut, injured through carelessness, or killed by fires which 
the purchaser, his employees, contractors, or employees of contractors caused, 
or the origin or spread of which he or they could have prevented unless such 
cutting, injury or killing involves small amounts of material and in the judg- 
ment of the forest officer in charge is justified by existing conditions, shall be 
paid for at double the current price including stumpage and special deposits 
except slash disposal deposits fixed by the terms of this agreement, for the class 
of material said trees contain: Provided, That such payment shall not release 
the purchaser from liability for any damage to the United States other than 
the value of said trees. Timber wasted in tops, marked or designated timber 
broken by careless felling, and any timber merchantable according to the terms 
of this agreement, which is cut and not removed from any portion of the cutting 
area when operations on such portion are completed, or before this agreement 
expires or is otherwise terminated unless such wastage or nonremoval involves 
small amounts of material and in the judgment of the forest officer is justified 
by existing conditions, shall be paid for at the current price including stumpage 
and special deposits for such material. The amounts herein specified shall be 
regarded as liquidated damages. Unless extension of time is granted by the 
forest supervisor the right, title, and interest to any timber for which payment 
has been made under the provisions of this section shall revert to the United 
States without compensation unless it shall have been removed from any portion 
of the sale area accepted by the forest officer in charge within the 6 months 
next succeeding the date of such acceptance, or from the remainder of the sale 
area during the same number of months next succeeding the date of expiration 
or termination of this agreement. 

12. Stump height—Stumps shall be cut so as to cause the least practicable 
waste and not higher than 24 inches on the side adjacent to the highest ground 
for all trees with a diameter of 24 inches and under at a point 414 feet from 
the ground, and for larger trees the height of the stump on the side adjacent to 
the highest ground shall not exceed the diameter of the tree at the point of 
cutting, except when this requirement is impracticable in the judgment of the 
forest officer he may authorize and accept higher stumps: Provided, That, all 
stumps which are not cut in accordance herewith and which should have been 
so cut in the judgment of the forest officer, shall be paid for at the rate of 10 cents 
per stump for all stumps less than 24 inches in diameter and 25 cents per stump 
for all stumps 24 inches and larger in diameter. Such payment shall be regarded 
as liquidated damages in view of the difficulty of determining the actual damage 
to the United States through wastage of the quantity and quality of the material 
involved. 

13. Top diameters.—All trees shall be utilized to as low a diameter in the tops 
as practicable and to a minimum diameter of 6 inches when merchantable. The 
log lengths shall be varied so as to secure the greatest possible utilization of 
merchantable material. 


Slash disposal 

14. Slash disposal.—The regional forester may require that all tops shall be 
lopped and all brush scattered so as to lie close to the ground and away from 
standing trees and clumps of reproduction, or any other methods of disposal 
the estimated cost of which shall not be in excess of this method. 


Fire precautions 

15. Assistance in fighting fire—During the time that this agreement remains 
in force, the purchaser shall independently do all in his power to prevent and 
suppress forest fires on and within the vicinity of the sale areas, and shall 
require his employees, contractors, and employees of contractors to do likewise. 
Unless prevented by circumstances over which he has no control, the purchaser 
shall place his employees, contractors and employees of contractors at the dis- 
posal of any authorized forest officer for the purpose of fighting forest fires 
on or within the general vicinity of the sale areas, with the understanding that 
unless the fire-iighting services are rendered on the areas embraced in this agree- 
ment or on adjacent areas within 1 mile, payment for such services shall be 
nade by the United States at rates to be determined by the forest supervisor, 
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which rates shall not be less than the current rates of pay prevailing in thie 
said national forest for services of a similar character: Provided, That th« 
maximum expeniture for fire fighting without remuneration in any one calendar 
year, including furnishing special motortrucks and cars, boats or other special! 
services as required, at rates of pay determined as above, shall not exceed 
$10,000: Provided further, That if the purchaser, his employees, contractors, or 
employees of contractors caused or could have prevented the origin or spread 
of said fire or fires, no payment shall be made for services so rendered, nor shal! 
the cost to the United States of such services be included in determining said 
maximum expenditure for any calendar year: And provided further, That except 
in grave emergencies such employees of the purchaser who are needed to prevent 
unnecessary damage to the purchaser's plant from sudden shut-down will not 
be called for fire-fighting services. 

16. Release of fire fighters.—Except in serious emergencies as determined by 
the forest supervisor, the purchaser shall not be required to furnish more than 
100 men for fighting fires outside of the area above specified and any employees 
furnished shall be relieved from fire fighting on such outside areas as soen as it 
is practicable for the forest supervisor to obtain other labor adequate for the 
ptotection of the national forest. 

17. Fire prevention and suppression.—The purchaser shall abide by all such 
further rules and orders for the prevention and suppression of fires on sale areas 
and around logging camps and logging operations as may be currently required 
by the regional forester of logging operators working on the same division of the 
Tongass National Forest and using comparable logging methods, facilities, and 
equipment. 


Occupancy and improvements 

18. Logging improvements—The purchaser is authorized to build on national 
forest land plants, camps, roads, and other improvements necessary in the log- 
ging or the manufacturing of the timber included in this agreement (it is con- 
templated that the purchaser will obtain patent to the site for his main plant 
under suitable acts permitting the patenting of public lands and that permanent 
townsites will be excluded from the national forest): Previded, That all such 
structures and improvements shall be located and operated subject to such reg- 
ulations as may be deemed necessary by the regional forester for the protection 
of national forest interests: Provided further, Vhat the regional forester may 
require before construction work is undertaken for any structures intended for the 
use or occupancy of labor outside of the main plant site and incorporated towns, 
that plans for such structures shall be submitted to bim for approval in writing 
including such reasonable requirements as he deems necessary as to their design, 
adequacy, and location. The continuance or operation of such improvements on 
national forest land after the need for them in connection with the purchaser's 
operations has terminated shall be subject to authorization by permit or ease- 
ment under United States laws, and unless such authorization is secured all im- 
provements not removed shall become the property of the United States at the 
expiration of 6 months from the termination of their actual use in connection 
with purchaser’s operations under this agreement. 

19. Construction timber.—All merchantable timber used in the construction 
of buildings, roads, and other structures necessary in connection with the cut 
ting and removal of the timber covered by this agreement shall be paid for at 
the current rates for such material under this agreement. 

20. Sanitation.—The purchaser shall keep all logging camps, mills, and other 
structures used in connection with this sale, and the ground in their vicinity, 
ina clean, sanitary condition, and rubbish shall be removed and burned or buried. 
When camps or other establishments are moved from one location to another or 
abandoned, the purchaser shall burn or otherwise effectively dispose of. all 
debris and abandoned structures. 

All camp buildings and structures used in connection with this sale shall be 
located and operated as may be required by the forest officer in charge to prevent 
the pollution of the water in any stream. Outhouses, toilets, and garbage pits 
shall be constructed and maintained so as to prevent, so far as is pessible, the 
breeding of flies or the development of unsanitary conditions. 


Other conditions 

21. Salmon protection—The purcliaser’s operations shall not be permitted to 
interfere with the passage of salmon to their spawning grounds or to injure the 
spawning grounds in any way. <Any logeing debris accidentally or necessaril) 
thrown into any stream used by salmon shall be removed therefrom as soon as 
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practicable and in any event before the logging equipment is moved from that 
portion of the sale area. 

22. Integrated utilization.—The purchaser agrees to exert every reasonable 
effort to obtain the installation of a well balanced forest-products industry for 
utilization of the various kinds of primary forest products developed for cutting 
in the sale area. It is contemplated that provision wiil be made for such process- 
ing of primary forest products as is proven feasible and desirable in connection 
with other comparable pulp and paper-manufacturing enterprises in Alaska, but 
the purchaser shall not be obligated to make any plant installation or contractual 
arrangement which would impair the efficient supply of pulp timber to his pulp 
enterprise. 

23. Local labor.—So far as it is practicable to do so, labor for the conduct of 
logging operations, mills, and manufacturing plants conducted by the purchaser, 
its affiliates, subsidiaries, or contractors within pulp timber allotments E, F, and 
G will be recruited from residents of southeast Alaska. 

24. Purchaser's representative.—At all times when logging operations are in 
progress the purchaser shall have in Alaska a representative in general charge 
of such operations, who shall be authorized to receive, on behalf of the purchaser, 
any or all notices and instructions in regard to work under this agreement given 
by forest officers, and to take such action thereon as is required by the terms of 
this agreement. On each logging operation, or group of operations placing logs 
in the water at points not more than 5 miles apart, the purcliaser shall have on 
the ground a representative who will be authorized to receive and to take the 
required action on any and all notices and instructions given him, under the 
terms of this agreement, by the forest officer in charge. 

25. Complaints by purchaser.—Complaints by the purchaser as to any action 
taken by a forest officer respecting this agreement shall not be considered unless 
made in writing with 60 days of such action to the forest officer having jurisdic- 
tion. The decision of the Secretary of Agriculture shall be final in the interpre- 
tation of the regulations and provisions governing the sale, cutting, and removal 
of the timber covered by: this agreement. 

26. Suspension of operations —The regional forester shall notify the pur- 
chaser in writing of any violation of the terms of this agreement on any logging 
unit or units within the sale area and allow a reasonable and definite period 
of time to comply with such terms. If satisfactory compliance is not made 
within the time allowed, the regional forester may suspend, by notice in writing 
or Other means of transmitting written messages, all operations, including the 
removal of scaled or measured timber, on such unit or units, such suspension 
to continue in effect until the purchaser complies with such terms in a manner 
satisfactory to the regional forester. 

27. Inspection of records.—All records pertaining to the purchaser's logging 
operations in Alaska, including the production and sale of all primary forest 
products, shall be open to inspection at any time by a qualified logging engineer 
or accountant employed by the Forest Service and designated by the regional 
forester to make such inspection with the understanding that the information 
obtained shall be regarded as confidential. During the period from January 
1 to July 1, 1962, and for similar periods at subsequent 5-year intervals all 
records of the purchaser’s manufacturing activities in connection with timber 
from this sale may be similarly inspected to the extent necessary for redeter- 
mination of stumpage prices and determination of the percentage rate specified 
in section 1 (d) of this agreement. 

28. ° Officer in charge” defined —The term “officer in charge’ wherever used 
in this agreement signified the officer of the Forest Service who shall be desig- 
nated by the proper forest supervisor to supervise the timber operations in 
this sale. 

29. Act of March 4, 1909.—No member of or Delegate to Congress, or Resident 
Commissioner, shall be admitted to any share or part of this contract or to any 
benefit that may arise therefrom, but this provision shall not be construed to 
extend to this contract if made with a corporation for its general benefit (41 
U.S. C., see. 22; and 18 U.S. C., see, 199). 

30. Antidiscrimination— Neither the purchaser nor any contractor, subcon- 
tractor, agent, or employee of the purchaser shall discriminate in the perform- 
ance of this agreement, against any employee or applicant for employment be- 
cause of race, creed, color, or national origin (Executive Order 9346). 

31. Assignment.—This agreement may be transferred to the successor in 
interest of the purchaser provided the transferee is acceptable to the United 
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States as a purchaser of timber under the conditions and requirements then in 
effect for similar timber sales and provided the transfer is approved by the 
forest officer who approved this agreement, or by his successer, authorized 
deputy, or superior officer. 

32. Authority to modify.—The conditions of the sale are completely set fort) 
in this agreement, and none of its terms can be varied or modified except in 
writing by the forest officer approving the agreement, or his successor or superior 
officer, and in accordance with the regulations of the Secretary of Agriculture 

33. Bond.—And as a further guaranty of a faithful performance of the con- 
ditions of this agreement, the purchaser delivers herewith a bond in the sum of 
$50,000 to cover the period prior to July 1, 1962, and further agrees to deliver 
to the regional forester at least 10 days before June 30, 1962, the date the bond 
delivered herewith is to expire, and likewise at least 10 days before the date of 
expiration of any other bond hereafter delivered in connection with the sale, 
a new bond in such sum, and under such conditions as the regional forester may 
require, but not to exceed $50,000 in amount. The purchaser further agrees that 
upon failure on his part to fulfill all and singular the conditions and require- 
ments herein set forth or made a part hereof, all moneys paid under this agree- 
ment may be retained by the United States to be applied to the satisfaction of 
his obligations assumed hereunder without prejudice whatever to any other 
rights and remedies of the United States. The purchaser further agrees that 
should the sureties on the bond delivered herewith or on any other bond delivered 
hereafter in connection with this sale become unsatisfactory to the officer 
approving this agreement or his successor, the purchaser shall within 40 days 
of receipt of demand furnish a new bond with sureties satisfactory to the 
approving officer. 

Signed in duplicate this ____ ~~ © ak olin a my. ARS 


[CORPORATE SEAL] Jat ak basta aheo ain blac Sidi agar eaasgia ee See R! pave 


ett lhe, TN tes ete ik LEN bir 
BO kis thle RGU is iabinaeMp ata 

Witnesses : 
Riueeeren a. 2... , under the above conditions ed a Pe 


"Re gional Fe orrester. 


Til, COPY OF PUBLISHED ADVERTISEMENT 


1,500,000,000 cubic feet national forest timber for sale embracing the Ketchikan 
pulp-timber unit in Alaska 


Location and amount.—All the merchantable timber designated for cutting from 
sale areas within pulp-timber allotments E, F, and G, the boundaries of which 
sale areas and allotments are shown on maps on file at the office of the Regional! 
Forester, Juneau, Alaska, and the Chief, Forest Service, Washington, D. C., in 
the general vicinity of Ketchikan, within the Tongass National Forest, Alaska, 
estimated to be 1,500,000,000 cubic feet, more or less, of western hemlock, Sitka 
spruce, western red cedar, Alaskan cedar, and other species. 
agreement which fully state the 
conditions of sale are available on request from the Regional Forester, Juneau, 
ee or the Chief, Forest Service, South Agriculture Building, Washington 
25, D.C. 

Stumpage prices.—The bid rate will apply to timber scaled on a cubic foot basis 
and intended for pulp manufacture prior to July 1, 1962. Lowest rate considered 
for material to be so scaled is $0.85 per 100 cubic feet. Bidders must agree to 
pay the following fixed rates until July 1, 1962, for material to be manufactured 
for sale or sold in other forms than pulp or its products: $3 per M feet B. M 
for spruce sawlogs, including high-grade spruce logs intended for pulp manu- 
facture ; $1.50 per M feet B. M. for cedar; $2 per M feet B. M. for sawlogs of 
hemlock and other species ; for piling or poles per linear foot ; 1.5 cents for pieces 
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over 95 feet in length; and 1 cent for pieces 95 feet and under in length. All 
rates are subject to readjustment by the Chief, Forest Service, on July 1, 1962, 
and at 5-year intervals thereafter under the conditions and limitations stated 
in the sample agreement. 

In addition to the bid price and the fixed prices herein stated, a deposit of 
$0.10 per M. B. M. for all material scaled as sawlogs and $0.05 per 100 cubic 
feet for all material so measured wil! be required for use in improvement of the 
future stand of timber by the Forest Service on the areas cut over. 

Qualifications for bidding.—Parties wishing to enter bids must file with the 
Chief, Forest Service, on or before July 19, 1948, a statement evidencing (1) their 
financial resources to make the essential surveys, designs, and plans which must 
precede actual construction and operation; (2) names, business standing, and 
experience of the prospective bidder and his associates in connection with the 
manufacture or distribution of pulp or paper products, or the construction or 
operation of large industrial projects; and (3) extent of knowledge of the 
timber, water-power resources, and other operating conditions in southeast 
Alaska, particularly for pulp-timber allotments E, F, and G. The Chief, Forest 
Service, will inform each applicant on or before July 26, 1948, as to whether he 
has qualified as a bidder. No applicant will be approved as a bidder unless his 
statement shows reasonable evidence in the opinion of the Chief, Forest Service, 
that he will be able to qualify for final award of the timber-sale agreement. 
Within 1 year after determination of the acceptable high bidder at the auction, 
and before final award, such successful bidder will be required to show that he 
has immediately available, or will have available as needed, sufficient funds 
to provide the improvements, equipment, and working capital necessary to 
enable him to meet the requirements of the agreement. As a minimum, such 
showing before final award must include evidence that a fund of at least 
$8,000,000 to draw on for plant-construction activities is or will be available. 
Within the above time limits and before final award of the sale, the preliminary 
awardee must qualify for a power license from the Federal Power Commission 
covering the power requirements for the pulp mill specified in the sale agree- 
ment. An extension of time not to exceed 1 year for qualification for final 
award may be granted by the Chief if the successful bidder has demonstrated 
good faith through substantial expenditures on essential surveys, designs, and 
plans and has evidenced his ability to qualify within such 1-year extension. 

Deposit and bond.—In addition to qualifying for bidding, any person entering 
a bid at the auction must post with the forest officer in charge as a guaranty 
a bank draft or certified check in the amount of $25,000, payable to the Treasurer 
of the United States, which will in the case of the successful bidder be applied 
to the purchase price of the timber or retained as liquidated damages. Remit- 
tances of unsuccessful bidders will be returned immediately after completion of 
the auction. Within 7 days of designation at the auction, the successful bidder 
must also deposit with the Forest Service negotiable securities of the United 
States to the value of $75,000 (face value) or make an additional deposit of 
$75,000 payable to the Treasurer of the United States as an additional guaranty 
of qualification for final award and execution of the sale agreement within the 
hereinbove specified time limits. In event the successful bidder fails to furnish 
a financial statement, to qualify for power license, to execute the sale agreement, 
and to furnish the bond required by its terms within 1 year or not to exceed 1 
year additional if such time extension is granted by the Chief, Forest Service, 
then, in view of the difficulty of estimating the actual damages which will be 
sustained thereby, said deposits and said securities shall be retained by the 
United States as liquidated damages and not as a penalty. 

Auction bidding—Oral auction bids will be received by the Chief, Forest 
Service, room 3008, South Agriculture Building, Washington, D. C., beginning 
at 2 p. m. on August 2, 1948. Sealed bids from approved bidders will be con- 
sidered the equivalent of an oral bid and will be posted for the information 
of all bidders. Preliminary award to the highest qualified bidder will be made 
at the close of bidding. Such high bidder must thereupon immediately sign a 
bid for advertised timber at the highest rate bid by him at the auction. The 
right to reject any and all bids is reserved. 

Full information concerning the character of the timber, conditions of sale, 
and requirements to qualify as a bidder may be obtained from the Chief, Forest 
Service, South Agriculture Building, Washington 25, D. C.. or the regional 
forester, Juneau, Alaska. 
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UNITED STATES DEPARTMENT OF AGRICULTURE 


FOREST SERVICE 





IV. CONFIRMATION OF ORAL BID FOR ADVERTISED TIMBER 


CHIEF, Forest SERVICE, 
Washington, D. C. 
Dear Str: In response to the notice of sale published in 


(Name of newspaper) 
Ait. SHE Bem- 


(State) 
pany bids for the timber advertised to be cut from the described lands within 
the Tongass National Forest, as follows: 


| | 


Deposits and prices per unit 
' 


of measure 


Histimatos Uni ohgene Additional 
qaantities Nem Fond Species and products | deposits for ee 
SS | Price cooperative 
1 een of the | bid | deposit plus 
| future stand | | Price bid 
| of timber | 
aaa ° wy tiie 
15,000,000 | 100 eubic feet _| Material to be manufactured into | $0.05 | 
pulp, all species, exeept high- | 
| grade spruce logs 26 inches and 
larger. | 
Unestimated_| 1,000 board | Spruce sawlogs including high- 10 $3.00 | $3.10 
feet : grade spruce sawlegs intended } 
for manufacture into pulp, | 
Do do Cedar logs for lumber or shingles 10 1 1, 40 
Do do Hemlock and other species saw- | 0 2.00 2.10 
} j logs. | 
Do Linear feet Poles and piling, all species, 95 ei ol 01 
| feet and under in length. | 
Do do | Poles and piling, all species, over 015 | OL 
} | 95 feet in length. 
Weenies cine’ Company hereby acknowledges it has been declared the suc- 


cessful bidder as the result of a high bid in amount above indicated at the auc- 
tion bidding emaaaaer; ee in Washington, D. C. Said company agrees that 
(Date) 

(1) within 1 year of the date hereof it will execute the sale agreement, fur- 
nish a satisfactory bond in the sum of $50,000, qualify for a power license from 
the Federal Power Commission covering the power requirements for the pulp mill 
specified in the sale agreement, and furnish a satisfactory statement of financial 
ability to carry out the agreement; and (2) within 7 days of the date hereof it 
will deposit with the Chief, Forest Service, either negotiable securities of the 
United States to the value of $75,000 (face value) or deposit in the Treasury of the 
United States an additional sum of $75,000 as a guaranty in addition to the 
amount herewith deposited for the performance of the above-stated obligations. 
It is agreed that, if said securities or additional cash deposit of $75,000 is not fur- 
nished within 7 days, the Chief, Forest Service, may terminate all rights of said 
company as the preliminary awardee of this timber. It is further agreed that, 
if financial statement is not furnished, qualifications for power license is not 
established, sale agreement is not executed, and bond required by its terms is 
not furnished within 1 year, or not to exceed 1 year additional if such time exten- 
sion is granted by the Chief, Forest Service, then in view of the difficulty of es- 
timating the actual damages which will be sustained thereby, the said deposit 
and said deposited securities of the United States shall be retained by the Gov- 
ernment as liquidated damages and not as a penalty. 
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There is herewith transmitted____.-_____- in the sum of $25,000 payable to 
the Treasurer of the United States, as required by the published notice of the 
sale. 

Very truly yours, 
Company, 


Mr. Sunprore. If your members have any questions about Alaska, 
I would be glad to answer them if I can. 

Mr. Becxworrn. I do not think of any right at the moment. We 
certainly will read your statement, and we will keep in touch with you 
or our friend Mr. Bartlett. 

Mr. Sunppore. I would like to say, to clear up one matter that was 
mentioned here a little earlier, that the one application for certificate 
of necessity for a pulp mill in Alaska which has been granted will 
not result in the production of any newsprint. 

Mr. Beckxworrn. We understand that. 

Mr. Sunpsore. One of our great difliculties wp there is that the 
character of our timber is such that under present conditions it appears 
to be much more economical and rewarding to a company going in 
there to produce products other than newsprint. 

That is, it will go into dissolving pulp and all kinds of chemical uses 
and not into newsprint, unfortunately. 

However, we do have timber there which, if it were to go into 
newsprint, would result in the production of a million tons of news- 
print a year. 

And it is perfectly feasible to make it into newsprint if it were eco- 
nomic to do so. 

Mr. Beckworrn. Thank you very much. 

The committee will recess subject to call of the Chair. 

(The following matter was submitted for the record :) 

DrPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
liashington, October 26, 1951. 
Hon. LiInpLeY Beck WorrH, 
House of Representatives, Washington, D. C. 

Deak Mr. Beckwortu: This will acknowledge your letter of October 10, 1951, 
and also your letters addressed to Messrs, Ticoulat, Maloney, Treanor, and 
Klipstein, of this Bureau, and Mr. Trigg, of the Defense Production Administra- 
tion, on the same subject. 

The supply-demand situation with respect to sulfur both foreign and domestic 
has been the subject of intensive study by the National Production Authority 
and the Defense Production Administration for the past 6 months. Although 
it was felt at one time that it might be necessary to limit permissive use to 
S85) percent of 1950 base, it appears that the continued high rate of production 
together with new sources will make so severe a cut unnecessary. 

Although the foreign quota for the fourth quarter of this year has been cut 
by 10,000 tons and presumably for the first quarter of next year it will be the 
same or less, shipments to Canada during the fourth quarter of this year will 
bring the 1951 total to 335,000 tons, and for the next year a quota of 345,000 
tons has been established. 

Mr. Ritchie Donald and other Canadians conferred yesterday with repre- 
sentatives of the National Production Authority. 
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A difficult shipping problem is involved during the winter months, as you 
know. Mr. Donald plans to review promptly the inventory situation in Canada, 
and another meeting with Mr. Donald and the sulfur producers will then be 
held to schedule shipments during the remainder of this year and the firs: 
quarter of next year, based on the increased quota. 

Just as soon as this meeting has been held and a definite schedule established, 
we will advise you further regarding the specific amounts which can be shipped 
to Canada during the coming months. Every effort will be made to prevent 
any disruption in Canadian production. 

We believe we have been able to answer at least in part your questions, and 
the remaining data will be submitted to you just as soon as it is available. 

Sincerely yours, 
FraNcts J. Curtis, 
Assistant Administrator for Chemical, Rubber, and Forest Products Bureau, 
Bureau. 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
Washington, November 3, 1951 
Hon. LINDLEY BecK WorTH, 
Chairman, Subcommittee on Newsprint, 
House of Representatives, Washington, D. C. 

Dear Mr. BeckwortH: Pursuant to our letter of October 17, 1951, here is the 
information you requested in regard to the preparation of a newsprint program 
and the issuance of necessity certificates to the newsprint industry. 

Information as to the status of the four pending newsprint applications is in 
the attached schedule. ‘These applications have not been acted upon because 
the Deputy Administrator of the Office of Program and Requirements has not 
concluded his study of the newsprint situation. 

The Office of Program and Requirements of DPA has established the following 
procedure for the development of a program for any commodity, including news 
print. The relevant NPA industry division or delegate agency submits a pro 
posed expansion program to the Office of Program and Requirements, DPA, indi 
cating the need for the expansion of facilities for the production of any particular 
product. After the program has been discussed with the NPA industry division 
and evaluated by the Office of Program and Requirements, DPA, it is submitted 

sto the Deputy Administrator for Program and Requirements for final action. If, 
in his judgment, it is appropriate, the latter may consult with the Requirements 
Committee, which is an interagency group created, among other things, to advise 
him as to the need for expansion in any field. 

The Deputy Administrator for Program and Requirements will submit a pro- 
posed newsprint program to the Requirements Committee on November 6, 1951. 
Subsequently, if he decides that newsprint is in short supply, he will fix the ex- 
pansion goal, and applications for necessity certificates will be processed within 
that limit. Neither the Canadian Division of NPA nor the Office of Staff Service 
will participate in the determination of this goal. 

On August 18, 1951, the Director of Defense Mobilization directed, in DMO-11, 
that the issuance of necessity certificates should be kept within approved ex 
pansion goals. Prior to that date, certificates of necessity had been issued in 
those areas in which the industry divisions of NPA stated that there was a 
known shortage and that the proposed expansions covered by applications for 
necessity certificates would not eliminate the shortage. As a consequence, neces 
sity certificates were issued for expansions in the pulp industry to the extent 
that recommendations had been prepared prior to the date of DMO—-11. There 
have been no certificates issued for expansions of newsprint; and the Pulp, Paper, 
and Paperboard Division of NPA has only recently submitted to DPA a report 
dealing with this segment of the paper industry. 

Subsequent to Mr. Wilson’s directive of August 18, no necessity certificates have 
been issued in regard to expansions in either the pulp or newsprint industry be 
cause the Office of Program and Requirements has not approved expansion pro 
grams for such industries. 
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In deciding whether a program of expansion should be recommended for any 
strategie and critical material in short supply, the Office of Program and Require- 
ments takes into consideration the demand-supply situation not only of Canada 
and the United States but also of the rest of the NATO countries. Thus, to the 
extent that it is known that there will be facilities expansions in Canada which 
might satisfy the known demand, a comparable expansion would not be considered 
necessary in this country. The Hyde Park agreement of 1941 and the Acheson- 
Wrong exchange of letters in 1950 have been operative in all expansion programs 
involving critical and strategic materials. 

The answer to your question as to what action will be taken on applications 
for necessity certificates which may be filed subsequently if the applications on 
file exceeded requirements will depend on a number of additional factors. For 
example, if the applications on file represent expansions which had already com- 
menced and such expansions are suflicient to eliminate the shortage, subsequent 
applications will be denied. Under the same circumstances, if the applications on 
hand represented expansions in excess of requirements and some of the appli- 
cants had filed more than one application, the problem might be resolved by 
certifying only one of the expansions proposed by a particular applicant. 

In view of the critically short supply of materials, it is doubtful that expan- 
sions in excess of requirements would at this time be given allocations for con- 
struction, 

When a newsprint program is developed, the applications for necessity cer- 
tificates which are on file will be handled in accordance with the procedures 
described in the attached press release, dated October 18, 1951. 

Sincerely yours, 
MANLY FLEISCHMANN, Administrator. 
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DEFENSE PRODUCTION ADMINISTRATION 
DPA-145 
Tax amortization moratorium ends 


{For immediate release, Thursday, October 18, 1951] 


Termination of the 60-day moratorium on the issuance of tax amortization 
certificates and the establishment of new procedures and criteria for the filing 
and processing of applications were announced today by the Defense Production 
Administration. 

In an exchange of letters between Manly Fleischmann, DPA Administrator, 
and Charles BE, Wilson, Director of the Office of Defense Mobilization, the fol- 
lowing was agreed upon: 

1. Immediate termination of the moratorium which began August 18. 

2. Issuance of certificates of necessity on construction commenced after 
November 1, 1951, only if DPA has, prior to the beginning of construction, made 
a determination as to shortage of the facilities and essentiality of the product. 

3. Review of applications on file and canvass of applicants to determine 
whether construction has been commenced or is still contemplated, and whether 
an allocation of materials has been requested, 

4, Adoption of a formal system of priorities for processing applications based 
on the essentiality of the product involved. 

5. Treatment within priority groups to be based on the extent of the particular 
shortage involved and the degree to which already certified expansion has 
reduced it. 

The accelerated tax amortization program is provided for in the Revenue Act 
of 1950. Its purpose is to encourage the expansion of private industry's pro- 
ductive capacity to meet mobilization goals. Prior to the passage of this act, 
the period permitted for depreciation of new facilities by the Bureau of Internal 
Revenue varied up to 25 years depending upon normal life usefulness of the 
facility. Certification of a defense facility permits individuals, companies or 
corporations to write off for tax purposes an authorized amount of the cost of a 
new facility over a 5-year period. 

The moratorium was instituted August 18 by DPA at the request of Mr. Wilson 
in the light of the serious shortage of critical materials and to provide a period 
for review of administrative procedures and criteria for the granting of future 
certificates of necessity. 

Under its revised procedures DPA will publish a formal order of preference 
based on the degree of essentiality of the production involved which will deter- 
mine the order in which all applications will be processed hereafter. 

In the initial stages, priority of treatment will be given applications involving 
production of the following facilities in the following sequence : 

1. Machine tools, cutting tools, dies, gages, jigs, and fixtures. 
2. Ores such as copper, lead, and zinc. 
Pig iron. 
. Sulfur. 
. Military end items and supporting products urgently needed by the 
armed services. 
Basic aluminum. 
. Nitrogen. 
8. Aviation gasoline. 
. Steel scrap. 
10. Special aluminum extrusions. 

DPA emphasized that the order of priority and the priorities themselves will 
be revised from time to time as conditions warrant. 

Relative to the certification of facilities commenced after November 1, 1951, 
Mr. Fleischmann’s letter to Mr. Wilson cited the fact that the previous regula- 
tions permitted the filing of applications at any time within 6 months after the 
beginning of construction. 

“In regard to applications filed prior to the beginning of construction,” Mr. 
Fleischmann said, “it appears that since essential expansion programs are 
making increasingly heavy demands on available scarce and critical materials 
and it does not appear that this situation will improve in the next several 
months, there should be a much greater control of expansions proposed for 
certification to keep them within established goals. 





548 NEWSPRINT INVESTIGATION 


“When an applicant files for a certificate after the beginning of construction, 
it is patently impossible for DPA to give full consideration to established policies 
such as those relating to dispersion and manpower and the further concentration 
of economic power.” 

DPA said the existing administrative procedures and criteria will be amended 
to provide that in regard to all expansions commenced after November 1, 1951, 
a necessity certificate will not be issued unless, prior to the beginning of construc 
tion, the Defense Production Administrator, as the certifying authority under 
section 124A of the Internal Revenue Code, makes a determination as to shortage 
of facilities and essentiality of the product within the meaning of the regulations 

The determination will be evidenced by the issuance of either a necessity 
certificate or, in the event that the volume of cases to be handled becomes heavy, 
a brief form letter stating that such determination has been made and giving the 
percentage of certification which will be allowed when the application for the 
necessity certificate is ultimately processed. 

Relative to all applications now on file, Mr. Fleischmann said: “I intend to 
request that all applicants inform IDPA as to whether they have commenced 
construction, or propose to do so, and whether the necessary materials have 
been requested. It is anticipated that many applicants may have abandoned 
proposed expansions. As to the balance, the replies will be of assistance in 
determining the order in which pending applications should be processed, depend- 
ing both on whether or not the applicant has proceeded with construction, and 
the type of production involved.” 

Mr. Fleischmann emphasized that the availability of critical materials will 
exert an increasingly greater influence on the order of preference in the processing 
of applications. 

Mr. Wilson wrote Mr. Fleischmann that “the action that you propose would 
contribute to the solution of the basic problems that led to the institution of a 
moratorium nearly 2 months ago. I am in agreement with the priority of the 
cases you have established. By treating the cases in these categories as you 
propose, it should be possible to complete the handling of the most urgent items 
now before you within a reasonably short time.” 

Texts of the letters exchanged between Mr. Wilson and Mr. Fleischmann are 
attached, 

DEFENSE PRODUCTION ADMINISTRATION, 
October 16, 1951. 
Hon, CHARLES E. WILSON, 
Director, Office of Defense Mobilization. 

Dear Mr. WILSON: Pursuant to your letter of August 14, a moratorium on the 
issuance of necessity certificates was put into effect on August 18, 1951, During 
the 7-week period, August 18 to October 5, 1951, 1,483 cases were processed, Of 
this total, there were 1,237 September 23 deadline cases and 246 otherwise urgent 
cases, At the moment, there are at least 500 cases which have been represented 
to us as urgent within the remaining four categories of exceptions stipulated in 
your letter. 

Thus, although a complete review of the amortization program as proposed 
in your letter has not been possible due to the volume of work during this period 
and the pressures from all directions to have pending cases treated as exceptions 
to the moratorium, nonetheless it is apparent that the administrative procedures 
for handling the amortization program should be revised in some respects. 

The regulations governing the issuance of necessity certificates permit the filing 
of applications at any time within 6 months after the beginning of construction. 
When an applicant files for a certificate after the beginning of construction, it is 
patently impossible for the Defense Production Administration to give full con- 
sideration to established policies, such as those relating to dispersion and man- 
power and the further concentration of economic power. In regard to applica- 
tions filed prior to the beginning of construction, it appears that since essential 
expansion programs are making increasingly heavy demands on available scarce 
and critical materials and it does not appear that this situation will improve 
in the next several months, there should be a much greater control of expansions 
proposed for certification to keep them within established goals. 

It is, therefore, my intention to consider the moratorium terminated at the 
end of the suggested 60-day period and to amend the existing administrative pro- 
cedures and criteria to provide that in regard to all expansions commenced after 
November 1, 1951, a necessity certificate will not be issued unless prior to the 
beginning of construction, reconstruction, erection, installation or acquisition the 
Defense Production Administrator, as the certifying authority under section 124A 
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of the Internal Revenue Code, makes a determination as to shortage of facilities 
and essentiality of the product within the meaning of the regulations. The de- 
termination will be evidenced by the isuance of either a necessity certificate or, 
in the event that the volume of cases to be handled under the new procedure 
becomes heavy, a brief form letter stating that such determination has been 
made and giving the percentage of certification which will be allowed when the 
application for the necessity certificate is ultimately processed. 

Further, in regard to all applications now on file, I intend to request that all 
applicants inform this office as to whether they have commenced construction, 
or propose to do so, and whether the necessary materials have been requested. 
It is anticipated that many applicants may have abandoned proposed expan- 
sions. As to the balance, the replies will be of assistance in determining the order 
in which pending applications should be processed, depending both on whether 
or not the applicant has proceeded with construction, and the type of production 
involved. 

Under the revised procedures, the degree of essentiality of the production in- 
volved will determine the order of preference in which all applications, including 
those which have already been filed, are to be processed. In the initial stages, 
priority of treatment will be given to applications involving the production of 
machine tools, cutting tools, dies, gages, jigs, and fixtures; ores such as copper, 
lead and zine; pig iron; sulfur; military end items and supporting products 
endorsed by the services; basic aluminum; nitrogen; aviation gasoline; steel 
scrap; and special aluminum extrusions, in the order listed. The order of 
priority and the priorities themselves will, of course, be changed from time to 
time as conditions warrant. 

The question of whether applications dealing with expansions within a prior- 
ity group which have already commenced are to be processed before those in 
the same priority group which have not commenced, will depend on the extent 
of the shortage to be met by the industry. If it is known that the expansions 
which have already been undertaken will come close to eliminating the short- 
age, the applications covering such expansions will be given priority of treatment 
in order to guard against the possibility of certifying in excess of requirements. 
Where, however, it is known that the expansion goal is far from having been 
fulfilled, preference will be given to cases where construction has not yet com- 
menced in order to encourage and expedite the program. The availability of 
critical materials will have an increasingly greater influence on the degree 
of preference to be given to the processing of applications, 

Sincerely yours, 
MANLY FLEISCHMANN, Administrator. 


OFFICE OF DEFENSE MOBILIZATION, 
October 17, 1951. 
Hon. MANLY FLEISCHMANN, 
Administrator, Defense Production Administration. 

DEAR Mr, FLEISCHMANN: I have your letter of October 16 relating to the future 
policy and procedures in the handling of tax amortization cases. 

The action you propose would contribute to the solution of the basic problems 
which led to the institution of a moratorium nearly 2 months ago. I am in 
agreement with the priority of cases you have established. By treating the 
cases in these categories as you propose it should be possible to complete the 
handling of the most urgent items now before you within a reasonably short 
time, 

Sincerely yours, 
CHARLES E. WILSON, Director. 


(Thereupon, at 4:15, the committee recessed, to reconvene subject 
to call of the Chair.) 
x 





